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THE FLORIDA LAND BOOM' 


By HOMER B. VANDERBLUE 


UCH has been written of the 
M land boom which afflicted cer- 
tain areas of Florida, but a 
complete statistical record of the boom 
and the subsequent reaction, or any- 
thing resembling such a record, is lack- 
ing. In part, this is due to the psy- 
chology of all land booms, in part to 
the rapid changes that took place, and 
also to the lack of adequate data for 
the areas which were affected by the 
boom and its inevitable reaction. 
The popular mind, which quickly 
seizes sensational news, seemed at times 
to picture the whole state of Florida 





*EprrortaL Nore. This is the first of two articles 
by Professor Vanderblue giving some statistical 
records of the course and effect of the land boom 
in Florida. The second article will appear in the 
issue for August, 1927. 


*Not only was the boom at first confined mainly 
to the East Coast, but on the East Coast it was 
confined mainly to the short stretch of 60 miles be- 
tween Palm Beach and Miami. Very shortly there- 
after, however, it spread to the West Coast and 
to the citrus fruit section in the center of the state. 
Activity was stimulated at Jacksonville very late; 


in an orgy of real estate speculation. 
This, of course, is not accurate. Not all 
parts of the state were equally affected, 
and, indeed, the worst phases of the 
boom were confined to a few areas, 
mostly along the seacoast.? Some sec- 
tions of the state, notably northern 
Florida, were scarcely affected at all, 
because of the efforts of some farsighted 
people in checking boom tendencies in 
their early stages. In these communi- 
ties one may find some enterprises that 
appear to have a reasonably good out- 
look for the future, based, as they are, 
on two undoubted assets of the state— 





and West Florida seems to have been affected 
hardly at all. While Pensacola was not “boomed,” 
considerable land speculation occurred there and 
on both St. Andrews Bay and the mouth of the 
Appalachicola. Local booms developed in the coast 
towns of Mississippi and Georgia, and also in the 
region of Asheville, North Carolina, both promoted 
in imitation of the Florida adventure. The oppor- 
tunity was open for land promoters to cut up the 
hillsides and fields around the Muscle Shoals; and 
an office of one such promoter was still open in 
late November, 1926, on West Flagler Street, 
Miani. 
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namely, the climate and agricultural 
or other resources of the interior. 

The boom culminated in the late fall 
of 1925 after a summer of frenzied 
activity; but it was not until the spring 
of 1926 that the reaction became 
severe and not until the following sum- 
mer that the reality of the collapse was 
generally ackowledged. That the fever- 
ish activity had slowed down was clear 
to all; but the reaction was variously 
referred to as a “healthy breathing 
time” or a “mere interruption,” which 
would be followed by a resumption of 
the boom on a “saner and more con- 
servative basis.” Even after the West 
Indian hurricane of September 19, 
1926, optimistic statements continued 
to pour from the state—to such an ex- 
tent, indeed, as to embarrass the Amer- 
ican Red Cross in its work of raising 
relief funds. Hardly a week had 
passed after the visitation of the storm 
before newspaper correspondents were 
writing of the “new and lasting boom 
expected in Miami.”* The simple truth 
is, however, that the storm was merely 
an incident, albeit a tragic one, in the 
general debacle; for the Florida boom, 
like other land booms in the past, had 
already collapsed with its own weight, 
even before the occurrence of the hur- 
ricane. 

But if a complete statistical record 
of the boom and the subsequent reac- 





* Telegrams to this effect passed between Mr. 
John Barton Payne, chairman of the American 
Red Cross, the chairman of the Red Cross of Rich- 
mond, Virginia, and the mayor of Miami. These 
were widely quoted in the press of that period. 
The reasons for the attitude of the citizens of 
Florida were explained by Mr. Peter O. Knight of 
Tampa, one of the counsel for the Seaboard Air 
Line in Florida, in an interview, “Florida Damage 
of Local Import,” Wall Street Journal, October 8, 
1926. Mr. Knight, while acknowledging that 
seventeen or eighteen thousand persons were in 
need of assistance, said: “The same Florida is 
still there with its magnificent resources, its won- 


tion is lacking, there are nevertheless 
certain series of economic data from 
which a very good picture can be traced 
month by month. In part, these are di. 
rectly concerned with land sales (real 
estate transfers in Jacksonville, Miami, 
and Orlando) and construction activity | 
(as evidenced by building permits in 
Miami, Tampa, and Jacksonville) ; in 
part they are of a more general char. 
acter, as, for example, the revenues of 
the Florida East Coast Railroad and 
the payments by check (bank debits) 
in Tampa and Jacksonville. Debits 
figures are not available for Miami, but 
figures for bank clearings exist for the 
interval since January, 1924. By using 
these data in connection with the 
monthly revenues of the Florida East 
Coast Railroad and the number of real 
estate transfers at Miami, a picture of 
the activity on the lower East Coast 
(where the boom attained the most 
extravagant phases) is obtained; and 
the other series of data cited above give 
a sufficient sample to show the course 
of the boom elsewhere in the state. 


The Statistical Record: Before the 
Boom 


Since the boom started on the East 
Coast and most of its wildest phases 
were confined largely to that section, it 
is instructive to examine the statistics 





derful climate, and its geographical position. It is 
the Riviera of America and always will be, within 
twenty-four hours and less of eighty millions of 
prosperous people, and the same causes that have 
developed and produced Florida so rapidly within 
the last few years will cause a greater and more 
permanent Florida to be developed in the future.” 
Moreover, he was fearful lest the Red Cross, in 
its zeal to raise additional funds to take care of 
the distress, “do more damage permanently to 
Florida than would be offset by the funds re- 
ceived.” 

*New York Times, September 29, 1926, article 
signed by Warren Irwin, Correspondent. 
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throwing light upon the development of 
that portion of the state during the 
period of nearly 30 years which fol- 
lowed the completion of the railroad to 
Miami in 1896. In Table I and Charts 
1 and 2 are shown the statistics, per 
mile of road, for the total operating 
revenues, the ton miles of freight 
trafic, and number of passengers car- 
ried one mile of the Florida East 
Coast Railroad since 1896.° These show 
that the rate of growth has been 
greater during the later years of the 
period than during the earlier years. 
Despite this fact, however, the curves 
rise very sharply in both 1924 and 
1925. The latter years clearly stand 
out, therefore, as the boom years, fol- 
lowing a period of steady growth. 
Other series of annual data reflect- 
ing conditions elsewhere in the state— 





*The statistical adjustments undertaken in the 
course of this study have been made by Miss 
Dorothy Wescott, of the editorial staff of the 
Harvard Economic Service. In general, the meth- 
ods used are those developed by Professor War- 
ren M. Persons and first described by him in the 


as, for example, the clearing house ex- 
changes in Tampa and Jacksonville, the 
principal established business centers in 
the state, and the loans and deposits of 
the national banks in Florida—also 
testify both as to steady advances year 
by year, with only minor setbacks in 
years of great business depression, as, 
for example, in 1907-08 and 1921, and 
as to the sharp rise in 1924 and 1925. 
Curves illustrating these conditions are 
shown on Charts 3 and 4, with the sup- 
porting data presented in Tables II and 
III. Some allowance must be made, of 
course, for the higher level of prices 
which serves to inflate these series; but 
even after making rough allowance for 
this factor in the examination of the 
curves, it is clear that there has been 
a very marked increase in the rate of 
advance in Florida during recent years, 


1919 volume of the Review of Economic Statistics. 
For a less technical discussion see Economic Sta- 
tistics, by W. L. Crum and A. C. Patton, Part III, 
“The Analyses of Time Series,” and Chapter XI 
of the present writer’s Problems in Business Eco- 
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Chart I. Total operating revenue, per mile of road, of Florida East Coast Railway; years 
ending June 30, 1896-1926. (Unit: $1,000.) 
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and especially during the years 1923- 
1925. 

It is clear, furthermore, from the 
curves shown on Charts 1 to 4, not 
only that economic conditions in 
Florida have been improving steadily 
over a period of years, but that a sub- 
stantial prosperity had been achieved 
by 1923 when the boom, with its rapid 
uprush and sharp crash, changed the 


TABLE I. SELECTED SERIES OF OPERATING STATISTICS 
OF THE Fiorma East Coast Raitway* 








Total Number of 
Operating | Ton Miles | Passengers 
Year Revenues | of Freight Carried 
Ending Per Mile Traffic One Mile 
June 30 of Roadf (Unit: (Unit: 
(Unit: 1,000,000 1,000,000 
$1,000) tons) passengers) 
1896 1.697 20.223 10.238 
1897 1.951 16.819 11.025 
1898 2.289 19.374 14.320 
1899 2.727 23.642 17.368 
1900 2.586 31.362 15.724 
1901 3.266 38.540 19.462 
1902 3-994 43-330 22.852 
1903 4.161 43.106 25.948 
1904 4-790 54.819 27.869 
1905 4-649 46.527 32.263 
1906 4-942 52.146 32.720 
1907 5.912 80.744 41.852 
1908 5.160 69.979 39.114 
1909 5.784 87.555 41.949 
1910 6.324 95.210 46.479 
IgII 7.172 121.013 60.371 
1912 6.896 118.456 63.423 
1913 7.823 143.200 69.202 
1914 7.665 149.521 76.076 
1915 7-400 163.705 69.390 
1916 9.670 281. 387 73.687 
1917 9.032¢ | 335.695¢ 85.477¢ 
1918 9.809 380.678 81.631 
1919 11.231 411.894 101.222 
1920 15.196 478.621 117.418 
1921 15.059 340.778 96.400 
1922 14.893 342.141 92.833 
1923 17.767 450.600 113.256 
1924 22.351 589.835 142.929 
1925 31.828 792.738 241.121 
1926 29.377t 842.680f 241.463} 














*Sources of data: Poor’s Manuals of Railroads; Interstate 
2c ission Reports on the Statistics of Railways in 
- U. S.; Correspondence from Florida East Coast Railway 


tObtained by dividing ‘‘Total Operating Revenues” by 
“Number of Miles Operated.” 

tFrom_ 1917 through 1926, data published are for years 
ending December 31; for 1916, data published are for both 
ear ending June 30 and year ending December 31. The data 
lor years ending June 30, 1917-1926 used in this study have 
been obtained by using the year 1916 as a base and by assum- 
ing that the same percentage changes exist between years 
ending June 30 as between the years ending December 31. 








whole aspect within a relatively short 
interval of time. In 1924 and 1925 
unusually easy conditions in the money 
market—always a favorable factor in 
generating a land boom—made it pos. 
sible to finance probably the wildest 
speculation in vacant real estate, both 
above water and below it, which has 
occurred since the 30’s and 40’s when 
the West was being opened to settle. 
ment. 

The relatively low yield on high. 
grade investments made it possible to 
tempt investors into purchasing real 
estate bonds (paying 8%) which were 
secured by new structures located in the 
boom territory. Bonds in $100 denoni- 
nations were offered, as well as the 
higher denominations; and these “se. 
curities” were sold by mail and upon 
term payments, being advertised widely 
in magazines with the slogan “With 
Security a Certainty.” These bonds 
were secured by mortgages on hotels 
and apartment houses (some built and 
some unbuilt) ; and in several instances 
the erection of residences was financed 
by blanket mortgages on a group of in- 
dividual houses. Such groups came to 
be known as “residential units.” As 
late as December 20, 1926, the writer 
received an offering of “seasoned” 8% 
bonds secured by completed buildings— 
hotels, office buildings, apartment 
houses, and the like—mostly in the 
Palm Beach-Miami area. In January, 
1926, a circular describing an issue 
($1,000,000) of 7% collateral trust 
bonds “Secured by Guaranteed First 
Mortgages on Improved Real Estate in 
Prosperous and Substantial Cities of 
Florida, Principally in Miami,” was re- 
ceived from another Miami house. At 
this time a lender seeking to lend in an 
old community (such as Daytona 
Beach), where the security was ample 
even considered on pre-boom basis, 
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could have secured (with 10% to 15% 
commission, which was freely offered) 
a net return of 10% to 12%. 

The latest phase of the financing of 
land developments by security sales 
came with the public offering of ‘‘tax 
free” municipal bonds by “cities” which 
had been created by promoters or had 
grown very rapidly during the boom. 
Such, for example, were the several 
issues of “improvement bonds” of the 
city of Coral Gables. The proceeds 
from these bonds, according to the cir- 
cular which offered them, were to be 
used for “park, street, sidewalk, 
municipal building, and other improve- 
ment purposes”’—in other words, for 
land promotion purposes. The February 
21, 1927, issue of the Wall Street Jour- 
nal announced the sale of $4,532,000 
bonds, to finance certain ‘“improve- 


ments’: $1,750,000 for a public golf 
course, $1,782,000 for municipal own- 
ership of the street railway, $300,000 
for a municipal auditorium, $200,000 
for a municipal swimming pool, $100,- 
ooo for additional fire stations, $50,- 
ooo for an emergency hospital, and 
$250,000 for a city hall. Hollywood, 
another town which grew up in the 
boom years, issued $1,000,000 in 6% 
bonds shortly before the hurricane; 
and other and older “cities” of the 
state, many of them in fact nothing 
more than small towns (for example, 
Fort Lauderdale, Fort Pierce, Kissim- 
mee, Lakeland, Vero Beach), sold 
“municipals” for financing improve- 
ments. ‘‘Improvements”’ included such 
varied projects as cited above for Coral 
Gables, and, in addition, recreation 
piers, incinerators, sea walls, libraries, 
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Chart 2. Ton miles of freight traffic and passengers carried one mile of Florida East Coast 
Railway; years ending June 30, 1896-1926. (Units: freight, 1,000,000 tons; passengers, 
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and cemeteries. The last of the Florida 
state bonds were paid off on October 
12, 1926; but the counties and drain- 
age, “inlet,” and “road and bridge” 
districts (some newly created) added to 
the flood of Florida ‘“non-taxables.” 
The existence of this heavy burden of 
public debt of the local taxing bodies 
constitutes an unfavorable element not 
usually emphasized in discussions of the 
Florida situation during and after the 
boom. It will be especially so should 
tax receipts fall off sharply. 

A graphic picture of the boom and 
boomers has been drawn by Walter C. 
Hill, vice-president of the Retail Credit 
Company of Atlanta :® 

Lots are bought from blue-prints. They 
look better that way. Then the buyer gets the 
promoter’s vision, can see the splendid curving 


Tasce II. CLEARING House EXCHANGES* 
(Unit: $1,000,000) 








Year Ending Jacksonville, Tampa, 

September 30 Fla. Fla. 
1897 8.2 
1898 10.8 
1899 11.6 
1900 12.7 
1901 15.2 
1902 19.2 
1903 21.2 
1904 41.0 
1905 55-9 
1906 65.6 
1907 75-4 
1908 70.7 
1909 85.6 
1910 117.1 
IgII 141.4 
1912 165.4 
1913 174.0 
1914 162.4 syaie 
191§ 138.0 49.9 
1916 160.5 $1.3 
1917 153.8 56.5 
1918 209.1 69.2 
1919 411.2 91.8 
1920 605.9 123.2 
1921 522.5 86.3 
1922 494-3 114.7 
1923 620.3 148.4 
1924 765.2 178.1 
1926 1180.0 360.7 
1926 1674.8 492.3 











* Sources: Statistical Abstract of the United States and 
Report of the Comptroller of the Currency. 


boulevards, the yacht basin, the parks lined 
with leaning cocoanut trees and flaming hibis- 
cus. The salesman can show the expected 
lines of heavy travel and help you select a 
double (two-lot) corner for business, or a 
quiet water-front retreat suitable for a win- 
ter home. To go see the lot—well, it isn’t 
done. In fact, often it isn’t practicable, for 
most of the lots are sold “predevelopment.” 
The boulevards are yet to be laid, the yacht 
basin must be pumped out, and the excavated 
dirt used to raise the proposed lots above 
water or bog level. Then they will be staked, 
the planting done, and the owner can find 
his lot. ; 

Around Miami, subdivisions, except the 
very large ones, are often sold out the first day 
of sale. Advertisements appear describing 
the location, extent, special features, and 
approximate price of the lots. Reservations 
are accepted. This requires a check for 10% 
of the price of the lot the buyer expects to 
select. They are numbered consecutively as 
they come in. On the first day of sale, at the 
promoter’s office in town, the reservations are 
called out in their order, and the buyer steps 
up and, from a beautifully drawn blue-print, 
with lots and dimensions and prices clearly 
shown, selects a lot or lots, gets a receipt in 
the form of a “binder” describing it, and has 
the thrill of seeing “Sold” stamped in the 
blue-lined square which represents his lot, a 
space usually 50 by 100 feet of Florida soil 
or swamp. There are instances where these 
first-day sales have gone into several millions 
of dollars. And the prices! It takes days to 
get accustomed to hearing them without ex- 
periencing a shock. They will compare 
favorably with choice building lots in our 
largest cities. Inside lots from $8,000 to 
$20,000. Water-front lots from $15,000 to 
$25,000. Seashores from $20,000 to $75,000. 
And these are not in Miami. They are miles 
out, 10 miles out, 15 miles out, and 30 miles 
out. 

All the way up the coast to Palm Beach 
these prices prevail. Away from the coast- 
line developments, the prices fade to half or 
even one-fourth of these figures, until you 
begin to approach the region of the Dixie 
Highway, and again they soar. On each side 
of that artery of travel for two or three 
miles, the prices are about the same as on the 





* Published in the Inspection Report of that Com- 
pany, September, 1925. 
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shore line, except that directly on the high- 
way, business lots go to as much as $1,000 
a front foot. 

The buyer’s next obligation is to pay one- 
fourth of the purchase price in 30 days. But 
here is where the fun comes in. But few 
plan to pay it; they expect to sell their 
“binder” contract for a substantial profit over 
what they paid down. Practically all lots 
immediately go on resale, marked up by the 
new owner at a new figure. They may be 
listed at a dozen or more sales offices. The 
promoter announces “Sold out,” and _ indi- 
vidual trading begins. Ordinarily they turn 
fast. A lot, or the binder for it, may change 
hands several times before the first down pay- 
ment is due. 

After the first payment is made by the 
then holder of the binder, the balance is 
usually carried in one-, two-, or three-year 
notes. He may want the lot for the long 


haul, for the bigger prices expected in the 
winter, or may immediately list it for resale. 
In any event, his prices will ordinarily re- 
quire a cash payment representing what he 
paid for the binder, the first payment bal- 
ance, and his own profit. The new purchaser 
also assumes the original notes for the second, 
third, and fourth payments. This pyramid- 
ing of the cash commitment has brought an 
end to the speculator of very limited means. 
It takes quite a bit of money to handle re- 
sales. That is one reason the promoter’s sales 
go over so quickly. Lots which have changed 
hands several times require as much as one- 
half to three-fourths of the price in cash. 
When the cash required so nearly approaches 
the price of the lot, it is less attractive to the 
speculators and the shoestring operators. 
There are sections, whole subdivisions, where 
the market is practically stagnant on this 
account and where the holders are waiting 
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for the winter, for the tourists, who are ex- 
pected to set all sections in motion again.” 


In addition to the promoters and de- 
velopers, there were the “binder boys’”® 
who bought for a ‘quick turn,” “high 
pressure” salesmen with expert “‘clos- 
ers,” a whole army of assistants, ‘“‘cap- 
pers,” and “pointers’—the latter of 
either sex known aptly enough as “‘bird- 
dogs”—together with a sordid collec- 
tion of gamblers, confidence men, and 
camp followers attracted by the pros- 
pects of “‘easy money.” As Mr. Hill 
described the boomers :® 


Who in Miami is in real estate? It would 
not be regarded there as an exaggeration to 
say “everybody.” It is said “everything here 
is for sale.” The butcher, the baker, the 
candlestick maker, and their wives, will buy 
a lot for you, or sell you one. Those in Miami 
who haven’t got their best ear and eye ready 
to spot a real estate deal are so few they 
don’t count. But what I shall speak of here 
are the hordes of men and women, mostly 
young, many of them very young, who have 
flocked there from the four corners and are 
engaged wholly in what is practically a curb 
market in real estate covering the whole of 
the Miami business section and operating 
over the whole state of Florida. 

There are said to be 25,000 of them, 
attached more or less directly to one or more 





‘The picturesque phases of the Florida boom 
were also described in the Saturday Evening Post 
by Kenneth Roberts during the winter of 1925 and 
1926 (issues of December 5, 1925; January 2, 9, 
23; February 13 and 20, 1926). These articles 
were subsequently gathered into a volume, Florida. 
Mr. Roberts treats many phases of the boom with 
insight; but, on the other hand, he appears to have 
accepted certain of the projects at their then news 
value. (See, for example, his Chapters X and XI, 
discussions of Boca Raton, Hollywood, the Flor- 
anda Club, Davis Island, and Davis Shores.) But 
he caught the spirit of the times, and his is an 
interesting and graphic (even if, in spots, uncriti- 
cal) contemporary discussion of the late phases 
of the boom. The Saturday Evening Post presented 
certain Florida stories by Thomas McMorrow, who 
also caught the boom “atmosphere.” These were 
entitled “Paradise on Chootchee, Fla.,” (January 
23, 1926); “To Let on Flagler Street” (February 
6, 1926); “Land of Promise” (March 6, 1926) ; 


of the 2,000 real estate offices in the city. It 
is against the city law to show a map or 
make a sale in the street or on the sidewalk, 
This is a recent and quite necessary traffic 
ordinance which moved the curb activities 
behind doors. Besides all ordinary office and 
salesroom space, basements have been cleared, 
lower floors redivided, porches enclosed, flat 
roofs built up, space between buildings boxed 
in, and arcades cut through buildings to pro- 
vide double frontage. Every possible device 
and ingenuity have been employed, and these 
spaces, often poorly lighted and badly venti- 
lated, are crowded with attaches and custo- 
mers. 


Many of the picturesque features of 
the boom were old enough after all, 
though they varied in details. A com- 
parison of the tricks of the Florida 
“land developers” with those of the 
“boomers” of Southern California dur. 
ing the late 80’s shows interesting 
similarities. The California boom is 
described in a very interesting little vol- 
ume, Millionaires of a Day, published 
in 1890, by T. S. Van Dyke. The genesis 
of most of the tricks seen in 1924-1925 
in Florida can be traced here: paper 
town sites sold from maps, dishonest 
auctions, excursions and barbecues, per- 
sons standing in line all night and pay- 
ing $50 or even $100 for places in line 





“Where Every Prospect Pleases” (April 10, 1926); 
“Florida Fish” (August 21, 1926); and “Bought 
for a Turn” (September 18, 1926). 


* Although the “binder boys” were usually 
sneered at by the promoters, most of the latter 
maintained “resale” departments, which undertook 
to market lots “bought for a turn.” The story of 
the “trimming of the binder boys” is told by Mr. 
Roberts, Florida, pp. 257-264. The use of the bind- 
ers arose in part because of the great delays in 
securing and recording abstracts. The office forces 
of the Florida counties were literally swamped 
when the boom was at its height, and the delay 
entailed in completing a transfer of title was s0 
great that trading in “binders” followed. Observ- 
ers generally agree that this unregulated trading 
marked the wildest phase of the boom. 


*Walter C. Hill, of. cit., pp. 31-32. See also 
verses entitled “The Florida Bull Market,” in 
Lisman’s, November 23, 1925. 
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in the morning, “purchases” by busi- 
ness men of established wealth and 
position, new varieties of fools arriving 
on every train, crowded streets, and 
“millionaires” rushing around in new 
buggies in Los Angeles. Indeed, the 
course of the California boom, in its 
general development as there described, 
seems to have been followed with strik- 
ing similarity in Florida nearly 40 
years later. 

Some of the tricks of the land 
boomer which reappeared both in Cali- 
fornia in the 80’s and in Florida had 
been observed even earlier by Harriet 
Martineau in her Society in America:*° 


I never saw a busier place than Chicago at 
the time of our arrival [1835]. The streets 
were crowded with land speculators, hurrying 
from one sale to another. A negro, dressed 
up in scarlet, bearing a scarlet flag, and rid- 
ing a white horse with housings of scarlet, 
announced the times of sale. At every street 
corner where he stopped, the crowd flocked 
round him; and it seemed as if some prev- 
alent mania infected the whole people. The 
rage for speculation might fairly be so re- 
garded. As the gentlemen of our party 
walked the streets, storekeepers hailed them 
from their doors, with offers of farms, and 
all manner of land lots, advising them to 
speculate before the price of land rose higher 

. Wild land on the banks of a canal, 
not yet even marked out, was selling at Chi- 
cago for more than rich land, well improved, 
in the finest part of the valley of the Mohawk, 
on the banks of a canal which is already the 
medium of an almost inestimable amount of 
traffic. If sharpers and gamblers were to be 
the sufferers by the impending crash at Chi- 
cago, no one would feel much concerned: but 
they, unfortunately, are the people who en- 
courage the delusion, in order to profit by it. 
Many high-spirited, but inexperienced, young 
men, many a simple settler, will be ruined 
for the advantage of the knaves. 

Others, besides lawyers and speculators by 





*Vol. I, pp. 349-353. The Chicago land boom 
which spread in 1836 over the state is also dis- 
cussed briefly in Thomas Ford’s History of Illinois, 
pp. 181-182. 


trade, make a fortune in such extraordinary 
times. A poor man at Chicago had a pre- 
emption right to some land, for which he paid 
in the morning one hundred and fifty dollars. 
In the afternoon, he sold it to a friend of mine 
for five thousand dollars. A poor Frenchman, 
married to a squaw, had a suit pending, when 
I was there, which he was likely to gain, for 
the right of purchasing some land by the lake 
for one hundred dollars, which would imme- 
diately become worth one million dollars. 


In two respects—the use of free 
motor transportation back and forth 
over the state and the extravagant use 
of advertising—the Florida boom 
eclipsed its predecessors. Florida was 
a publicity man’s Paradise: newspaper 
advertising, magazine advertising, bill- 
board advertising in Florida and out- 
side, even as far as Boston and Chi- 
cago, carried the inspired messages of 


Taste III. LOANS AND Deposits OF NATIONAL 
BANKS IN FLoripa* 








Date of Call, Loans, etc. Deposits 
onor about Oct. 1] Unit: $1,000,000 | Unit: $1,000,000 
1896 3-623 3-912 
1897 3-243 3-905 
1898 3.045 5.105 
1899 3.600 5-773 
1900 4-463 6.435 
190! 5.654 7.928 
1902 6.120 7.743 
1903 7.420 9.402 
1904 9.943 11.713 
1905 13.064 14.085 
1906 18.212 19.201 
1907 19.878 19.365 
1908 18.421 17.063 
1909 21.020 20.648 
1910 27.240 25.837 
IgII 29.266 29.380 
1912 33-779 31.670 
1913 35-557 34-391 
1914 36.062 34.657 
1915 36.738 37-584 
1916 39-747 46.505 
1917 43.270 54-347 
1918 45.056 59-535 
1919 48.967 73.824 
1920 66.749 88.380 
1921 63.341 89.835 
1922 64.163 103.227 
1923 72.588 116.084 
1924 82.202 142.770 
1925 175.018 329.946 











*Source: Reports of the Comptroller of the Currency. 
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sunshine, prosperity, profits, and con- 
stitutional exemption from income and 
inheritance taxes. Florida was at once 
the last frontier and the source of 
eternal youth, a _ present-day play- 
ground and a future seat of industry. 
Was not the dredging of Lake Worth 
already making a deep-sea harbor at 
West Palm Beach? And could not a 
deep-sea harbor be created at New 
Smyrna by dredging the Mosquito In- 
let? The state was “merely doing in 
a few years what it would ordinarily 





*C. D. Fox, The Truth About Florida, p. 12. 
This volume, dated December, 1925, is a wholly 
uncritical presentation of the glories of Florida and 
the claims of promoters. The latter must have en- 
joyed Chapter XIX, “Is Florida a Venture or a 
Certainty?” where the author characterizes and 
eulogizes them. 


*% Thus a cable to the New York Times, from 


take decades to do . . . turning the 
tables on the usual development pro- 
cedure . . . speeding up the future and 
making it the present.””™ 

Drain ditches became Venetian canals 
(with gondolas and gondoliers imported 
direct from Venice),’? and both sides 
of these ditches became ‘“water-front 
property.” More “water-front prop- 
erty” was created by pumping sand into 
bulwarks built around mangrove 
swamps at Miami, Fort Lauderdale, 
and elsewhere; and, of course, “busi- 





Venice, Italy, dated November 15, said: “An Amer- 
ican resort promotion company has ordered twenty- 
five gondolas from the principal gondola factory 
here. Ten of them, equipped with all the pictur- 
esque accoutrements of the real Venice craft, have 
been shipped to a Florida resort, and the other 
fifteen will soon be completed.” New York Times, 
November 16, 1925. 
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Chart 4. Loans and deposits of national banks in Florida; dates of call nearest October 1, 
1896-1925. (Unit: $1,000,000.) 
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ness property” was provided at high 
prices even in the “predevelopment”’ 
stage of these projects. 

Every “city” had its slogan: Miami 
became the ‘Magic City’’; Orlando, the 
“City Beautiful”; St. Petersburg, the 
“Sunshine City”; Bradentown, the 
“Friendly City”; Sanford, the “City 
Substantial.” Fort Lauderdale was 
called the ‘“Tropical Wonderland” ; and 
Indrio (still an unreclaimed, wind- 
swept stretch) was proclaimed ‘“‘Flor- 
ida’s newest and most beautiful town,” 
with 100-foot lots selling at $8,000; 
while Hollywood, located directly on 
the ocean, became “‘The Golden Gate of 
the South.” Summer was said to “spend 
the winter at West Palm Beach.” Great 
hotels were projected to lend support 





“Thus, huge signboards proclaimed “Fifteen- 
story Fleetwood Hotel is making money for in- 
vestors at Daytona Shores.” No such hotel was 
ever built. At Boca Raton the building of 4 “Ritz- 
Carlton” was announced, and at San José, a 
“Vanderbilt.” At both Lake Wales and Haines City, 
small towns in the center of the citrus fruit section, 
ten-story hotels now loom up above the surround- 
ing country to make the sky line hideous. During 
the boom, housing accommodations were inadequate 


to the created land “values” in new 
developments, and, since Florida was 
to be a playground, its “country club 
sections’ abounded.** At St. Peters- 
burg, close to an ugly half-painted race 
track where greyhounds chased a me- 
chanical rabbit to provide atmosphere 
and excitement, lots were sold in ‘“The 
Kennel Club Estates.” Ponce de Leon 
seems to have been adopted as a patron 
saint, and Spanish names were scattered 
broadcast: Rio Vista, San José, Los 
Gatos (‘the cats”). When pure im- 
agination (‘“‘vision” in Florida) failed, 
names already familiar in California 
were bodily taken over: Pasadena, 
Hollywood, Santa Monica; and nearly 
every successful promotion had its para- 
sitic neighbor where ‘‘just-as-good”’ lots 





everywhere in the state, and charges of $15 a 
night were not uncommon in private homes. In 
those days (January, 1926) coffee cost 25 cents a 
cup (no cream!) and two eggs, 75 cents. Nearly 
everywhere in Florida it was necessary to stand 
in line for meals even at such prices, where a year 
later more seats were vacant than filled. An Ohio- 
Mississippi River steamer was brought around to 
Tampa for use as a hotel, and at Jacksonville a 
similar expedient was followed. 
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Chart 5. Passenger and freight earnings of Florida East Coast Railway; monthly, 1919-1927. 
(Unit: $1,000.) 
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Taste IV. PAssenGER EARNINGS OF THE FLORIDA 
East Coast RAILway* 
(Unit: $1,000) 











Month 1919]1920|1921|1922/1923|1924/1925|1926|1927 
January....... 354] 443] 541] 444] 531) 638] 855/1173] 705 
February...... 398] 536) 674] 616] 750] 937/1144/1332] 840 
March........ 429] 493} 580] 577] 685] 799] 930/1178].... 
A 233] 318] 354] 327] 403| 473] 561| 780].... 

. Ee 187} 247| 244] 244] 270] 313] 460] 624].... 
er 146] 227] 222] 200} 244] 288] 492] 530).... 
Vins sceses 185] 215] 206) 189] 232] 286] 643] 539}.... 
August........ 178] 227] 208] 174) 227] 287] 848] 451}.... 
September..... 174] 221] 196] 178] 228] 307] 896] 495].... 
October....... 198] 267] 212] 210] 262] 376] 929] 535].... 
November..... 222} 308] 260] 264] 328] 440] 956] 525].... 
December..... 292] 522] 315] 349] 436] 575/1071| 616].... 
































.*Source: Railway Earnings Supplements of Commercial and 
Financial Chronicle. 


could be bought at a lower price. In 
addition, there was a Cosmic City, to- 
gether with Cosmic Farms, a Tropical 
City, an Inter-Ocean City, and a Pic- 
ture City, where a new “movie” colony 
was “destined” to flourish (using the 
Everglades for jungle pictures!). A 
well known professional baseball player 
sponsored ‘Pennant Park.” In addi- 
tion, there were the usual 5-acre and 
1o-acre farm sites (“‘independence” on 
5 acres of pine barren or palmetto ham- 
mock, as Florida jungle is often called), 
rubber plantations, banana groves, and 
citrus fruit ranches. Toward the end of 
the boom, also, “industrial” possibilities 
were exploited: for example, a “Tex- 
tile City,” located west of Daytona, 
far from a railroad, was promoted, 
which should become the site of a great 
industrial plant making ‘Daytona 
cloth’’ !** 





“The Florida News, published at Miami be- 
tween September, 1925, and April, 1926, contained 
a wide variety of typical advertisements extolling 
the virtues, glories, and profit-making possibilities 
of Florida, many of which were accepted, however, 
by so-called standard magazines, including some 
which profess to “censor” the advertising accepted. 
A complete file of this publication has been de- 
posited in the library of the Institute for Research 
in Land Economics and Public Utilities. The Miami 
and other Florida newspapers also were filled with 
similar advertisements and “stories.” 


“See, for example, the case of Mrs. Mary 
O’Dwyer, New York Times, November 17, 1925; 
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Moreover, as the speculation spread, 
or was carried, over the country, Flor. 
ida became “news”; and “special 
stories” filled the daily papers every. 
where, telling of the latest ‘‘gold rush,” 
and featuring stories of fabulous wealth 
almost miraculously secured.*® Pictures 
of bathing beauties (professional and 
otherwise), of cocoanut palms on 
moonlight nights, and occasionally of 
the islands and peninsulas which had 
been pumped out of the sea by enter. 
prising promoters, who had thereby 
reaped “miraculous” (paper) profits, 
filled the papers of the North. The pic. 
tures were for the most part real, 
though in many instances they were 
merely photographs of architects’ draw- 
ings, and the stories sometimes, and to 
some extent, true. Thus, for example, 
there is no reason to doubt that some 
men did stand 40 hours in line to buy 
lots in Davis Islands at Tampa and 
that quick profits, not all of them paper 
profits, were made on the turnover; but 
it is equally true that the Davis Island 
project was bankrupt and unfinished 
when, in August, 1926, Stone and 
Webster organized a syndicate to un- 
dertake its completion. Likewise, it is 
true that during the height of the boom, 
the late Mr. Bryan—sometime Secre- 
tary of State of the. United States— 
lectured each day on the glories and 
future of Florida to an audience which 





of Mrs. Frances Cragin, ibid., September 25, 1925; 
and of Samuel Untermeyer, ibid., March 3, 1925. 
In the latter instance a tract sold a month previous 
by Mr. Untermeyer at “a little more than $775,000 
brought $1,499,378.60 when auctioned off in plots.” 
The tract, comprising about 32 acres, had been 
purchased about five years previously by Mr. 
Untermeyer for $75,000, at which time, it was 
said, the price was considered extremely high. 
These and similar stories were reprinted by news- 
papers over the whole country, and were used 
by an army of promoters and lot salesmen iD 
Florida and elsewhere in the country. Many. of 
them appeared in the Florida News. 
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crowded the “bleachers” of a bathing 
pool in one of the most widely adver- 
tised “developments.” Equally true is it 
that a year later most of the elaborate 
real estate offices on Flagler Street in 
Miami were either closed or practically 
empty, and that in Tampa, Jackson- 
ville, and Daytona Beach (and for that 
matter, all over Florida) similar condi- 
tions obtained.*® Indeed, the writer was 
one of a small group present at that 
very same bathing pool late in Novem- 
ber or early in December, 1926, when 
the height of manufactured enthusiasm 
(the climax of a ‘‘progress week”) was 
being expressed by the gift of a huge 
loving cup to the wife of the principal 
promoter of the “development.” It was 





















































Tasie V. FREIGHT EARNINGS OF THE FLORIDA East 
Coast RaItway* 
(Unit: $1,000) 








Month 1919]1920|1921/1922|1923|1924/1925|1926/1927 
anuary....... 554| 633] 865] 658] 703] 956)1239/1775/1160 
ebruary...... 473| 625] 769] 682] 800/1044/1235|1611/1092 

March........ 468] 767| 847| 972|1072/1212/1491/2138].... 
| 506} 668] 888]/1023}1051/1170|1400|1735].... 
ee 547| 718] 756) 898] 937/1129/1379|1545].... 
a 507| 644] 523] 494] 779] 672|1217/1187].... 
QU k cousins 444| SOI] 425] 425] 442] 758|1241/1013}.... 
August........ 390] 476] 406] 411] 513] 725}1168/1030}.... 
September..... 438] 595] 420] 482] 548] 903/1266)/1105}.... 
October....... 514| 730] 598] 608! 765] 968/1560/1192/.... 
November..... 537| 639] 602] 626] 799]1103}1387/1374].... 
December..... 607| 776) 711] 721} 909/1314/1476/1457].... 
































*Source: Railway Earnings Supplements of Commercial and 
Financial Chronicle. 


a very different and chastened Florida 
in late 1926 from that which Mr. Bryan 
had known. 


The Seasonal Influence in Florida 


The influence of the changing seasons 
necessarily plays a large part in the 
economic life of Florida. The state has 
developed primarily as a winter resort, 
and the state was advertised and the 
boom promoted upon the assumption 
that a great winter playground was to 
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Chart 6. Highest and lowest temperatures on 
record in Jacksonville, Tampa, and Miami, 
Florida. (Unit: 2 Degree.) 


*The bonus payments made for leases on de- 
sirable stores led to some of the most absurd 
stories of land values in the cities and towns. 
One plot in Miami was leased on a basis of $70,- 
ooo a front foot, a price of $700 a square foot 
on a plot roo feet in depth; and a tiny store in 
Flagler Street, Miami’s main thoroughfare, cover- 
ing only 15 by 25 feet, was leased at $18,000 a 
year. Other stores in Miami brought an average 
rental of $30,000 a year, although similar loca- 
tions in Forty-Second Street and Broadway, New 
York, could be had for $5,000 or less (New York 
Times, November 15, 1925). Promoters could 
afford to pay these high lease rates in order to 
secure desirable sites—indeed, without such sites 
they could not operate at all. But the rental rates 
agreed upon under these circumstances were purely 
temporary and did not support land values. Space 
was at a premium in Miami, whether for business 
or residential purposes. Thus, one of the town’s 
well known old hotels was remodeled, and the 
owner leased out the dining room. The lessee tore 
out the kitchen fixtures, removed tables, chairs, 
and serving stands, and in their place installed 
a score or more of desks, with a single chair for 
each. For each such “office,” he .got $100 a month 
(ibid.). 
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TasLe VI. TEMPERATURES AT JACKSONVILLE, MIAMI, AND TAMPA, FLORIDA 
DER OE os sd ticieeaasnccclssosmesnune 1 2 3 4 5 6 7 8 9 io | 1 | a 
A. Highest on Record 
seme Ree aie sicleiic inca eee 81 | 86 | 9t | 92 | 98 | tor | 104] 101 | 99 | 95 | 86 | 82 
7 ve Miiaieta Sceaaeceonaaeuen 85 = - 93 | 94 94 % 96 95 93 ° a! 
SED ea a's ysieselas sic ois) ti crsders stars 3 9 go | 94 
B. Lowest on Record . - - "13 
femeeerte SS SRO Ee ORE os 15 | 10 | 26 | 34 | 46 54| 66] 64] 49 | 37 | 26 | 1% 
7 BONN Ere alate og rareiai cs hese a ei cate 29 | 27 | 34 45 so | 61 ri 67 62 | 53 | 36 | 32 
RIOR oe cay, Rasa tiosionines ant oo 23 | 22 | 32 | 3 2 9 5 2/1 
C. Daily Mean Maximum ' al teak be ' 
> na aad Bera taters ata ere raakGe nie 64 | 67 | 72 | 78 | 84 88 | 90] 90] 86 | 79 | 71 | 65 
SNOT is 65s aise Haas koe eee 74 | 74 1 77 | 80 | 82 85 | 87 | 87] 86 | 83 | 77 | 75 
NOR Soo Gesu sions Gores ee see 69 | 71 | 76 | 80 | 86 | 89] 89] 89] 88 | 82 | 76 | 70 
D. Daily Mean Minimum 
es RIE CTR AI 47 | 49 | 54 | 60 | 66 | 72] 74] 74] 71 | 64 | 54 | 48 
BEMRS spe iaies ik aN GST 62 | 60 | 64 | 67 | 71 74| 76| 76] 75 | 73 | 66 3 
NOR ioc ic oreniicsios isso tawiloee 52 | 53 | 58 | 62 | 67 | 72] 73] 74] 72 | 66 | 58 | 53 









































*Source: Statistical Abstract of the United States, 1925, | 
Weather Bureau. The data are long-time averages based on dai 


from 20 to more than 50 years. 


be developed which should be the 
“Riviera” of North America, whatever 
that might mean. 

The various monthly series of econ- 
omic data reflecting changes of con- 
ditions in Florida show, as would be 
expected, a very regular seasonal swing 
with a peak early in the year, a deep 
trough during the summer, and an up- 
swing during the autumn. The series 
which shows perhaps the widest swings 
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Chart 7. Daily mean maximum and minimum 
temperatures for Jacksonville, Tampa, and 
Miami, Florida. (Unit: 1 Degree.) 


P- 131, and Bulletin W of the Department of Agriculture, 
ly observations at the respective points, covering periods ranging 


within the year is that for the passenger 
earnings of the Florida East Coast, 
although the curve for freight earnings 
naturally enough shows much the same 
contour (Chart 5 and Tables IV and 
V). 

The peak of the passenger revenue 
has generally occurred in February and 
that for freight revenue in March or 
April, however; and the freight curve 
has usually begun to advance during the 
second half-year well in advance of the 
passenger curve. Extra passenger trains 
are put in service after November; but 
the real season, as marked by the open- 
ing of the fashionable hotels, begins 
after Christmas, or even after Jan- 
uary I. 

The causes of this very pronounced 
seasonal movement lie in the climate 
conditions which are at once Florida’s 
greatest asset and greatest handicap; 
for while the state (especially south of 
Daytona Beach) has an attractive win- 
ter climate, it has a summer climate 
which is very oppressive for many 
northerners. During the summer and 
early autumn, also, there is the ever 
threatening danger of a destructive 
West Indian hurricane, or at least of 
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TaBieE VII. ConpiTIONs oF RAINFALL IN JACKSONVILLE, MIAMI, AND TAMPA 
Total precipitation, in inches 

















eee I 2 3 4 5 6 7 8 9 10 II 12 
acksonville.......... 3-12 | 3.43 | 3.52 | 2.72 | 4.25 | 5.53 | 6.20 | 6.21 | 8.03 | 5.06 | 2.19 | 2.99 
BT so s6 ee cccswe 2.73 | 2.13 | 2.61 | 3.33 | 6.48 | 7.13 | 6.17 | 6.42 | 8.72 | 8.96 | 2.84 | 2.00 

MUON UE 6 ois. si0.0 06 0 scceine 2.80 | 3.27 | 2.81 | 1.85 | 2.92 | 8.34 | 8.43 | 8.59 | 7.41 | 2.97 | 1.72 | 2.02 



































*Source: Statistical Abstract of the United States, 1925, p. 131. See footnote, Table VI. 


heavy semitropical rains.’” Florida suf- 
fered from two such hurricanes during 
the summer and early autumn of 1926; 
and not only were these very severe but 
they were practically confined to the 
most thoroughly “boomed” section. The 
damage done by the first storm, that of 
late July, was mainly confined to the 
area close to Palm Beach and was not 
attended by serious property damage or 
loss of life; but that of September 19, 
on the contrary, affected the whole 60- 
mile stretch from Palm Beach to Miami 
and resulted in considerable property 
damage and loss of life. 





"In the Annalist for October 1, 1926, is a brief, 
nontechnical discussion of the wind and flood 
hazard in Florida, written by Professor Alexander 
McAdie of Harvard University. This contains 
the two tables shown below, the first showing the 
frequency of West Indian hurricanes during the 
months May to December for the 10-year interval 
1916-1925, and the other, the total number of such 
hurricanes by months, for the period of 39 years, 
1887-1925. The first four months of the year may 
be considered as free from hurricanes; indeed, 
only one such has occurred in May in nearly 40 
years. More than 60% of the hurricanes occur 
during September and October, and 78% during 
August, September and October. Not all of these 
have reached Florida, of course. 


FREQUENCY OF WeEsT INDIAN HURRICANES, BY 
YEARS, 1916-1925 





1916 | 1917 | 1918 I9IQ | 1920 | 1921 | 1922 | 1923 | 1924 | 1925 











13 2 4 4 4 5 5 5 7 3 


























FREQUENCY OF WEST INDIAN HURRICANES, BY 
MonTHs, 1887-1925 





May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. 
I 17 17 42 81 72 





























Data reflecting the seasonal changes 
in temperature at Jacksonville, Tampa, 
and Miami—cities located at strategic 
points on either coast and at the prin- 
cipal northern gateway to the state— 
appear in Table VI. These data are 
also shown on Charts 6 and 7. On the 
former chart are shown the highest and 
lowest temperatures within each month 
as recorded for each city during recent 
years; and on the latter are shown the 
averages for the daily high and low fig- 
ures recorded during each month. For 
the present purpose, it is not necessary 
to make a detailed analysis of these data 
since they clearly show that temperature 
is a dominating factor, first, in bringing 
about the seasonal migration to Florida 
in the winter and, secondly, in bringing 
about the seasonal exodus. During the 
late spring and summer, also, occurs the 
rainy season, as illustrated on Chart 8, 
which gives the total precipitation for 
the three principal cities. Indeed, it is 
the combination of rising temperatures 
and increased rainfall which results in 
bringing the tourist season to an end 


Tasie VIII. PASSENGER EARNINGS OF THE FLORIDA 
East Coast RAILWAY, ADJUSTED FOR SEASONAL 
VariaTION (Unit: $1,000) 


464 
404 
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Chart 8. Total precipitation in Jacksonville, 
Tampa, and Miami, Florida. (Unit: 2 Inch.) 


during April.*® The passenger earnings 
of the Florida East Coast Railroad, 
which present the only very clear picture 
of the tourist movement which is avail- 
able, fall sharply during that month and 
do not expand substantially until No- 
vember, when more moderate temper- 
atures obtain and the rainy season is 
over (Chart 5). By November, also, 
the mosquitoes have mostly disappeared. 





*It will be noted, in this connection, not only 
that an inverse correlation exists between the two 
series (as, indeed, is to be expected), but that the 
rainy season is of rather shorter duration in 
Tampa than in Miami. 

*The adjustment was made by dividing the 
actual items as shown on Chart 5 and Tables IV 


Tasie IX. FreicHt EARNINGS OF THE FLORA Easy 
Coast RAILway, ADJUSTED FOR SEASONAL 
VarIATION. (Unit: $1,000) 






Month 


January....... 
February...... 
March........ 









tober....... 
November..... 
December..... 






The Statistical Record: The Boom 


In order that the picture of the boom, 
as recorded in statistical series covering 
the economic activity of recent years, 
may be presented in clear focus, it is 
necessary to adjust the figures for sea- 
sonal variation. Chart 9 and Tables 
VIII and IX present the monthly figures 
for both freight and passenger earnings 
of the Florida East Coast Railroad (as 
shown on Chart 5) after such adjust- 
ment has been: made.” Both of these 
adjusted curves record a steady ad. 





and V by the seasonal index for each month. The 
table of seasonal indexes follows: 








Month...... r}/2/3)4)]5]6]7]8]9 |rojij1 
Freight...... 115/115/137/133|117]| 80 | 68 | 64 | 74 | 93 | 94 jr10 
Passenger. . .]152|208|177|103] 70] 63 | 59 | 58 | 57 | 67 | 81 |105 
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Chart 9. Passenger and freight earnings, adjusted for seasonal variation, of the Florida East 
Coast Railway; monthly, 1919-1927. (Unit: $1,000.) 
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Taste X. Inpexgs OF BANK Debits ror TAMPA, 
FLormwa® 
(1920-24 monthly average=t00) 
UNADJUSTED INDEXES 





Month 1919]1920|1921/1922/1923/1924/1925|1926/1927 





anuary......- 66 | 100] 88 | 93 | 107] 118} 182] 378] 212 
ebruary...... 62 92| 86 | or 96] 120] 173] 314] 179 
March........ 73 | 108] 97 | 88 | 120] 125] 200] 344] 197 
April. ..ccccces 73 | 104] 92 | 85 | 116] 124] 226] 3090].... 
May. ..cccoece 76 | 100] 95 | 95 | 123] 131] 221] 256].... 
June... coeee 66 89] 76 | 79 | 114] 123] 2590} 248].... 
July... ..s0e0. 66 | 97) 71 | 81 | 99] 122] 258] 242/].... 
August........ 59 85] 71 | 76 | 108] 113} 266] 222].... 
September..... 66 87] 70 | 74 92] III] 296] 207].... 
October....... 76 | 91] 74 | 82 | 104] 128] 350] 223].... 
November..... 76 | 96] 79 | 88 | 106] 140} 334] 2I9)].... 
December..... 97 93] 89 {107 | 126] 172] 385] 237].... 








90] 79 | 84 96] 106) 164] 341] ror 
89] 84 | 88 93] 117] 168] 305] 174 
92] 83 | 75 | 103] 107] 171] 204] 168 
94] 83 | 77 | 105] 112] 200] 278].... 
89] 84 | 84 | 109] 116] 191] 227].... 
92] 78 | 81 | 118] 127] 267) 256).... 
103] 75 | 86 | 105] 130] 274] 257].... 
102] 86 | 92 | 130} 136] 321| 268).... 
110] 89 | 94 | 117] 141] 375] 262].... 
103} 84 | 93 | 118] 145] 398] 253].... 
104] 86 | 96 | 115] 152] 363] 238].... 
83] 79 | 96 | 112] 154] 344] 212].... 



































*Source: Standard Trade and Securities Service—Sales and 
Credit Prospect. 


vance, beginning in 1922, gradually 
gaining in momentum during 1923 and 
1924, and culminating in the feverish 
uprush of the summer of 1925, when 
only a slight seasonal let-up occurred, 
followed by reaction in the latter 
months of the year when the usual sea- 
sonal expansion failed to materialize.” 
During the early summer of 1926, some 
recovery occurred; but subsequently the 
downward drift was resumed. Despite 
the lifeless real estate market, a very 
considerable road building and public 
improvement program (in part financed 
by bond issues, as indicated on pages 
116-117 above) was under way during 
1926. This activity undoubtedly con- 
tributed toward holding up the volume 


™In the case of freight revenues, the situation 
was complicated by the embargoes placed by the 
East Coast upon certain important classes of heavy 
freight discussed below. The gradual overcoming 
of the congestion contributed to the interruption 
of the decline in the adjusted figures for freight 
revenue in the first quarter of 1926. 


of freight revenue, despite the dullness 
of building construction in general. 
The revenue statistics of the Florida 
East Coast present the general picture 
of the boom as experienced along the 
main line of that company. For Tampa 
and the West Coast district, and for the 
territory north to Jacksonville, no com- 
parable data are available, since the 
railroads serving those sections of the 
state belong to important systems (the 
Atlantic Coast Line and Seaboard Air 
Line) which publish only figures cover- 
ing their total business. Monthly figures 
of bank debits are available for Tampa, 
however; and, since that city is the prin- 
cipal distributing and banking center for 
the West Coast resort district, this 
series of figures (after adjustment for 
seasonal variation) affords a very good 
picture of the course of the boom and 
its aftermath in that section of the state. 
Table X presents index numbers for 
Tampa bank debits both before and 
after adjustment for seasonal variation; 


Tastes XI. INDEXES OF BANK DEBITS FOR JACKSON- 
VILLE, FLORIDA* 
(1920-24 monthly average=100) 
UNADJUSTED INDEXES 











Month 1919|1920|1921/1922|1923|1924/1925|1926|1927 
anuary....... 88] 126] ror| 80} 102] 113] 140] 259] 195 
ebruary...... 77| 104] 85] 75] 93] 106] 134] 228] 172 
March 84] 118] 97] 96] 112] 114] 149] 238] 196 

il 122 89] 109] 122] 158] 223].... 

118] 85] 96] 106] 120] 160] 204).... 
117] 80] 89] 103] 107] 175] 210].... 
118} 75] 81] 98] 105] 375] 197].... 
108] 72] 90] 90] 105] 144] 18s5].... 
106] 69] 78] 87] 104] 202] 177].... 
111] 74] 86] 103] 119] 247] 197].... 

75| 89] 97] 117] 231] 179}.... 
110} 88] 106] 121] 133] 272] 207].... 














January....... 84] 120] 96] 76] 97] 108] 133] 247] 186 
February...... 82| 111] 90] 80] 99] 113] 143] 243] 182 
March........ 79| 111] 92] 91] 106] 108} 141] 225] 3185 
April.......06- 83] 113] 91] 82] ror] 113] 146] 206).... 
MAF. ce cccccses 85| 111] 80] 91] 100] 113] 151] I92].... 
TR coe cvcccs 87] 116] 79} 88] 102] 106} 173] I99].... 
eee 93| 122] 77| 84] rox] 108] 180] 203].... 
August........ 95] 119] 79] 99] 99] 115] 158] 203].... 
September..... 98] 120] 78] 89] 99] 118] 230] 201].... 
October....... 101] 113] 76] 88] 105} 121] 252] 201].... 
November..... or} 104] 79 3 102] 123] 243] 188].... 
December..... 100} 99] 79 109] 120] 245] 186).... 





























*Source: Standard Trade and Securities Service—Sales and 
Credit Prospect. 
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and similar figures for Jacksonville are 
presented in Table XI, and for Pensa- 
cola in Table XII.” The story told by 
these curves (Chart 10) is not greatly 
different from that told by the curves 
which trace the course of the boom on 
the East Coast; beginning in 1922 there 
is an almost uninterrupted climb to the 
dizzy heights which marked the peak of 
the boom. Just as on the East Coast, no 
seasonal let-up appears to have occurred 
during the summer of 1925, and the be- 
ginning of the actual downturn came 





*"These index numbers were presented in the 
1927 annual statistical number of the “Sales and 
Credit Prospect” of the Standard Daily Trade 
Service, p. 48, supplemented by monthly issues of 
the same publication. 
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slightly later. During 1926, however, 
the decline was checked during the sum. 
mer, but resumed during the final quar. 
ter of the year. 

The outstanding feature of the Jack- 
sonville curve is, however, the tardiness 
with which the sharp upswing got under 
way; not until late 1924 did a sustained 
advance appear, comparable to that re- 
corded by the Tampa figures in 1922 
and 1923. In Pensacola, the response 
to the boom was even tardier; neither 
the uriadjusted nor the adjusted indexes 
showed anything like a sharp advance 
until the midsummer of 1925; and the 
period of exhilaration proved very 
brief. 

It should be noted, in conclusion, 
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Chart 10. Indexes of bank debits for Jacksonville, Tampa, and Pensacola, Florida, monthly, 
1919-1927; (a) uncorrected indexes, and (b) indexes corrected for seasonal variation. 
(1920-24 monthly average = 100.) 
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Taste XII. Inpexes oF BANK Desits For Psn- 
SACOLA, FLormaA* 
(1920-24 monthly average=100) 
UNADJUSTED INDEXES 





Month 1919|1920]1921/1922|1923/1924/1925|1926|1927 








Geeen ee 121] 160] 90] 76) 90] 95] 107] 135] 215 

08 79] 77| 85) 93} 91] 122) 98 
93] 82] 97] 103] 104) 126) 117 
87] 101] 92] 97] 105} 118}.... 


90} 86) 99] 90} 115 125|.... 
82] 80] 99] 95] 131] 120].... 
83] 82} 98] 80] 126) 117}.... 


81} 82) 97] 93) 1 118)... 
83] 78] 87) 93} 136) 108}... 


December..... 135] 112] 88] 100} 118] 118} 152] 130).... 














117] 155] 96] 74] 96} 92] 104] 131] 112 
121] 148] 89} 87] 96] 104] 102] 137] 110 
-| 120] 135] 92] 81] 96] 102} 103] 125] 116 
II0] 140} 89] 103} 94] 909] 107] I20].... 
II9Q| 140] 89] 83} 99] 97] 99] I107].... 
132] 137] 88] 84] 97] 88] 113} 123].... 
122] 146] 83] 81] 100) 96) 132] r2z/.... 
135] 144] 83} 82] 98] 80} 126) r17]|.... 
126] 154] 83} 80} 94) 9O1| 127] II5].... 
-| 121] 136] 81] 82] 97] 93] 144] 118].... 
.++] ISI] 116] 85] 80] 89) 95] 139] II0}.... 

120] 99] 78] 89] 104] 104] 135] I15].... 
































*Source: Standard Trade and Securities Service—Sales and 
Credit Prospect. 


moreover, that except at Tampa, where 
Stone and Webster had taken over the 
Davis Islands project, and at Venice on 
the West Coast, where the Brotherhood 
of Locomotive Engineers was financing 
the building of a projected city, land de- 
velopment operations practically came 
to a standstill during the summer of 
1926. In November unfinished build- 
ings—including in some cases great 
hotel buildings—on which work had 
ceased were to be found in nearly every 
“development”; and only in Jackson- 
ville, where, as indicated above, the 
stimulus of the boom was felt very late, 
was construction even moderately 
active. The September hurricane result- 
ed in a certain amount of rebuilding and 
emergency work in the territory between 
Palm Beach and Miami; but this was 
soon completed and the depression be- 
came general over the state. 








HYDRO-ELECTRIC POWER POLICIES IN 
ONTARIO AND QUEBEC! 


By HARALD S. PATTON 


I 


NADA occupies an outstanding 
ee in the field of hydro- 

electric power development. On 
the basis of aggregate turbine installa- 
tion, it is second only to the United 
States among the countries of the 
world. In relation to population, how- 
ever, Canada, with approximately 475 
installed horsepower per 1,000 inhabi- 
tants, has four and a half times as great 
a hydro-electric density as the United 
States. In this respect it is surpassed 
only by Norway, with its immense elec- 
tro-chemical industries and its scanty 
population of two million. If compari- 
son be made on the basis of water 
power utilized in central electric sta- 
tions, Canada, with one turbine horse- 
power for approximately every three of 
its inhabitants, takes first rank interna- 
tionally, the corresponding ratio in the 
United States being one turbine horse- 
power for every thirteen persons. 
Canadians, in fact, are the most lavish 
users of electricity of any people in the 
world. The generation in central elec- 
tric stations (steam and hydro-electric) 
was equivalent in 1924 to approximately 





*EpiToRIAL Nore. Professor Patton’s article will 
be published in two parts, the second appearing 
in the August, 1927, issue. The article as a whole 
describes the development of hydro-electric power 
under a policy of public ownership in Ontario and 
of private ownership in Quebec, and compares 
the results achieved by these opposite policies. The 
part appearing in this issue gives the general back- 
ground of power development in the two prov- 
inces and traces the evolution of the public 


1,000 kilowatt hours per person— 
double the per capita consumption in 
the United States. The capital invested 
in the electric light and power industry 
in Canada represents, indeed, more than 
one-sixth of the capital employed in all 
manufacturing industries. 

In view of the facts that Canada is 
much less highly industrialized than 
the United States and that its railways 
have not been electrified as in Switzer- 
land and northern Italy, the extent of 
its utilization of electric power may 
appear somewhat surprising. The ba- 
sic explanation, as with many economic 
phenomena, is to be found in terms of 
geography and economic history. 

In Canada, as in the United States, 
the bulk of the population lies in the 
older, settled, eastern half of the coun- 
try. But, whereas high-grade coal de- 
posits extend more or less continuously 
from the northeast corner of Pennsyl- 
vania southward to Alabama and west- 
ward into Illinois, the Canadian prov- 
inces of Ontario and Quebec, which 
contain together nearly 60% of the 
Dominion’s population, do not produce 
a single ton of coal. Canada, indeed, 
has abundant coal deposits, estimated 





ownership policy in Ontario. The part appearing 
in the August, 1927, issue will deal with the his- 
tory of Quebec’s policy and the comparative 
results in both provinces. In the editor’s opinion, 
Professor Patton has made an able and dispas- 
sionate study of a situation which has been much 
discussed since the Murray-Flood report on the 
Ontario Hydro-Electric Commission for the Na- 
tional Electric Light Association in 1922 and the 
Smithsonian Institute report on the same subject 
by Mr. S. S. Wyer in 1925. 
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as equivalent to about one-sixth of the 
world’s known reserves. These are 
located for the most part, however, 
either in the extreme east (Nova Sco- 
tia) or in the far west (Alberta, Rocky 
Mountains, and Vancouver Island). 
Neither region, under existing condi- 
tions, is within economic coal market- 
ing range of the industrial center— 
except as Cape Breton coal may move 
up the St. Lawrence to Montreal dur- 
ing open navigation. Canada, with 
approximately one-quarter of the esti- 
mated coal reserves of the Western 
Hemisphere, thus presents the anomaly 
of importing practically one-half of its 
annual coal consumption. 

While Nature has thus been some- 
what discriminating in the distribution 
of coal deposits throughout the Domin- 
ion, there are compensations. The 
“acute fuel area’ of Canada is excep- 
tionally favored as regards natural 
water powers, both as to volume and 
location. The Great Lakes-St. Law- 
rence system not merely affords an in- 
land waterway to the heart of the 
continent, but it also supplies a series 
of concentrated water powers of rela- 
tively uniform flow (as the Niagara and 
the Upper St. Lawrence Rapids) in the 
very region where population is densest 
and industrial development most ad- 
vanced. 

The hydrographic advantages of 
Ontario and Quebec are not limited, 
however, to their southern, interna- 
tional frontage, but are also profusely 
distributed throughout their vast hin- 





*The geological history and characteristics of 
the glaciated Laurentian Plateau are especially 
favorable to hydro-electric development. 


*In the United States, on the other hand, the 
industrial regions of New England and the Middle 
Atlantic and North Central states, which use 65% 
of all the power employed in manufacturing in 
the country, possess only 10% of the water powers; 


terlands, extending to Hudson Bay and 
Hudson Straits.* The coalless prov- 
inces of Ontario and Quebec are com- 
pensated, indeed, by possessing between 
them 60% of the estimated available 
water powers of the Dominion.° 

The stimulus for hydro-electric devel- 
opment in Ontario and Quebec, which 
together contain—in almost equal 
proportions—four-fifths of the total 
turbine installation of the Dominion, 
has been twofold. On the one hand, 
water powers adjacent to the area 
economically focused on Toronto and 
Montreal have been developed pri- 
marily as an alternative to dependence 
on imports of American coal for manu- 
facturing and public utility purposes. 
The extent of this process of substitu- 
tion is shown by the fact that, while 
the coal consumption of the Dominion 
averaged over 4 tons per capita in the 
years immediately preceding the war, 
it amounted in 1924 to barely more 
than 3 tons per person,* despite an ex- 
pansion of approximately 50% in the 
physical volume of manufacturing dur- 
ing the decade. On the other hand, 
hydro-electric development has been 
directly related to the extraordinary 
expansion of the pulp and paper and 
metal mining industries of New Ontario 
and Quebec. 

Between 1900 and the World War 
period, Canada was primarily occupied 
in extending its agricultural frontier to 
the northwesterly limits of the prairies. 
The postwar period has been marked 
rather by the northern extension of the 





the Mountain and Pacific regions, on the other 
hand, which use only 8% of the power employed 
in manufacturing in the country, contain 72% of 
the water powers. See W. H. Voskuil, “Water 
Power Situation in the United States,” Journal of 
Land &@ Public Utility Economics, Vol. 1, January, 
1925. 
“Canada Year-Book, 1925, p. 380. 
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economic frontier of the Laurentian 
provinces through the concurrent ex- 
pansion of the forest, mining, and 
power industries. 

The abundance and accessibility of 
water power has favored not only the 
large-scale recovery of this forest and 
mineral wealth, but also the processing 
of the raw materials close to the point 
of extraction. Approximately 100 horse- 
power is required to convert spruce 
pulpwood into one ton of newsprint, so 
that cheap power is the primary con- 
sideration in the localization of paper 
mills. In some of the mills, off-peak 
power is economically used for the gen- 
eration of steam in electric boilers for 
drying purposes. Fully one-fifth of all 
the developed water power in Canada, 
in fact, is utilized in the manufacture 
of pulp and paper. The 122 mills in 
operation in 1925 between Nova Scotia 
and the Pacific Coast employed 732,000 
horsepower, either by direct turbine in- 
stallation in the industry or by purchase 
from central electric stations.* In the 
eastern townships of Quebec the rising 
cellulose and rayon industries represent 
the application of St. Francis River 
power in a much more elaborate fabri- 
cation of pulp.® 

Northern water power development 
has been closely associated also with 





° Canada Year-Book, 1925, p. 389. 


* Although resting fundamentally on the supply 
of a commodity for which the demand appears 
to be insatiable, the accelerated expansion of the 
Canadian pulp, paper, and power industries has 
been influenced considerably by the policy of prov- 
incial governments in leasing instead of alienating 
Crown timber lands and in requiring as a condi- 
tion of lease that timber cut thereon shall not be 
exported in unmanufactured form from the 
province concerned. Recent pulpwood concessions 
by the province of Ontario, for example, have 
required the licensee to erect a paper as well as 
a pulp mill within the province. In the Quebec 
legislature it was recently announced (January, 
1937) that in the interests of forest conservation 


the rapidly expanding metal mining 
and metallurgical industries of New 
Ontario and New Quebec. The Lau. 
rentian mineral deposits occur in quartz 
formations, and modern large-scale lode 
mining, with its drilling, shaft-sinking, 
milling, and concentration operations, 
is increasingly dependent on power. 
Other things being equal, the cheaper 
the available power, the lower the grade 
of ore which can be economically 
worked, and the longer a mine can con- 
tinue to be operated with some advan. 
tage.’ 

Cheap hydro-electric power has like- 
wise brought about the extensive estab- 
lishment in the mining districts them. 
selves of reduction and refining works, 
utilizing electro-chemical processes and 
electric furnaces. Of the million and a 
quarter fine ounces of gold produced 
in 1925 in the Temiskaming District of 
New Ontario (which now ranks second 
only to the South African Rand as a 
gold producing field), more than 90% 
was recovered by the cyanide process, 
electric power being applied in the pre- 
liminary milling of the ore and in the 
subsequent refining of the precipitate.’ 
Fifty percent of Ontario’s silver pro- 
duction in 1924 was treated in the re- 
duction works in the Cobalt camp, 
three-quarters of the remainder being 





and of investors, the policy of the government 
would be not to favor the establishment of addi- 
tional paper mills until assured of the existence 
of abundant pulpwood reserves for mills already 
in existence or authorized. 


‘In northwestern Quebec, electricity is being ap- 
plied in ore prospecting by the Nathorst and 
Schlumberger methods with considerable success, it 
is reported. 


*The building of a branch railway into the 
Rouyn gold and copper-zinc camp in northwestern 
Quebec is being accompanied by the construction 
of the Noranda smelter at Rouyn, to which the 
Northern Canada Power Company is bringing 
power from Des Quinze Falls on the Upper 
Ottawa. 
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recovered by smelters in southern On- 
tario using Niagara power.° 

The forwardness of hydro-electric 
development in Ontario and Quebec has 
thus been conditioned, on the one hand, 
by the absence of coal deposits and, on 
the other hand, by the abundance of 
timber stands and metalliferous de- 
posits, in conjunction with natural 
reservoirs and waterheads. Accordingly 
it represents utilization, in the one case, 
for general public utility purposes and, 
in the other, for large-scale extraction 
and processing in the forest and mineral 
industries. In the former, a great num- 
ber of relatively small individual con- 
sumers of power and light are affected; 
in the latter, a relatively small number 
of concentrated, large-scale consumers 
are concerned. Power production and 
distribution, therefore, are distinctly 
more “‘affected with the public interest” 
in the first case than in the second, 
where water power concessions have 
been granted on terms designedly favor- 
able to the expansion of the pulp and 
paper and mining industries. With re- 
spect to the latter type of hydro-electric 
development, the policies of the Ontario 
and Quebec governments have been 
essentially similar, as will be seen from 
the later comparison of the two policies. 
With regard to the utilization of water 
powers for public utility purposes, how- 
ever, Ontario has evolved a far-reach- 
ing system of cooperative public owner- 
ship, while Quebec has pursued a policy 
similar to that of most American states, 
whereby both water power concessions 
and service franchises are granted to 





*Canada Year-Book, 1925, pp. 362, 366. Lau- 
rentian water power is, in fact, attracting foreign 
concentrates for electrical reduction at the source 
of power. Thus the Aluminum Company of 
America for some years has shipped aluminum 
oxide (alumina) from its great bauxite plant at 
East St. Louis to Shawinigan Falls on the St. 


private corporations subject to public 
regulation. The experience of the two 
neighboring provinces affords an in- 
structive comparison. 


II 


Status of Ontario’s Water Powers 


From the jurisdictional standpoint, 
the water powers available to Ontario 
fall within three classes. First are those 
lying wholly within the borders of the 
province; second, those occurring in 
interprovincial boundary streams; and 
third, those located in international 
boundary waters. Because of the for- 
mation and great territorial extent of 
the province — over 400,000 square 
miles—water powers of the first class 
are very numerous. They occur, for the 
most part, however, in “pre-Cambrian”’ 
Ontario, in streams draining into the 
Upper Great Lakes, Hudson Bay, and 
the Ottawa, and they have been har- 
nessed chiefly in connection with the 
pulp and paper and mining industries. 
Over these water powers the province 
exercises complete administrative con- 
trol, subject only to federal jurisdiction 
over the matter of navigation, which, 
in so far as Ontario’s intraprovincial 
rivers are concerned, is of very limited 
applicability. Water powers under the 
second class are largely confined to 
those situated in the Ottawa River be- 
tween Lake Temiskaming and Lake of 
Two Mountains. Here large-scale 
hydro-electric development is dependent 
not only on the preservation of navi- 
gation interests as determined by the 





Maurice River for electrolytic treatment, and has 
just completed the construction of a large-scale 
reduction plant at the new-born town of Arvida in 
the forest depths of the Upper Saguenay. Ap- 
proximately one horsepower per day is required 
for the electric recovery of a pound of aluminum 
from alumina. 








136 


federal Department of Public Works, 
but also on joint action by the two 
provinces which share the ownership of 
the river bed and banks, and hence of 
the water powers contained within 
them.”° 

The water powers of the third class, 
however, are of chief economic im- 
portance to Ontario, by virtue both of 
their concentrated magnitude and of 
their location in respect to the distri- 
bution of the population and industry 
of the province. The development of 
these, however, on anything more than 
a local scale necessarily involves nego- 
tiation and agreement between the gov- 
ernments of Canada and the United 
States as to the diversion and beneficial 
distribution of such waters, without 
prejudice to the paramount interests of 
navigation in this great inland water- 
way system. To deal with such ques- 
tions the International Joint Commis- 
sion was created as a body of reference 
and investigation under the Treaty of 
1909. By a further international agree- 
ment in the following year, the amount 
of water which might be diverted from 
Lake Erie or the Niagara River for 
purposes of power development was 
mutually limited with a view to pre- 
serving the level of Lake Erie in the 
interests of navigation. The disposal 
of the 36,000 cubic feet per second 
diversion thus authorized on the Cana- 
dian side” has rested entirely with the 
province of Ontario, except in so far 
as the export of electrical energy to the 
United States is regulated under the 





* See below, page 140. 

*The diversion authorized on the New York 
side was 20,000 second-feet, the difference repre- 
senting compensation to Canada for diversion of 
Lake Michigan water by the Chicago Sanitary 
Commission. 

“™ Energy to the extent of 1,302 million kilowatt 
hours was exported to the United States in 1924, 
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federal Electricity and Fluid Exporta. 
tion Act.*? Development of the admir. 
ably located water powers of the Upper 
St. Lawrence awaits the attainment of 
agreement between Ottawa and Wash. 
ington as to the basis of the joint 
undertaking of the St. Lawrence Ship 
Channel project, to which power gener. 
ation will be incidental.** Whenever 
this work is completed, the disposal of 
Canada’s share of this international 
power will doubtless be controlled by 
Ontario, whose government has been 
urging federal approval of a plan of 
immediate unilateral development at 
Long Sault by its Hydro-Electric Com. 
mission without prejudice to navigation 
interests. 


Genesis of the Ontario Hydro-Electric 
Power Commission 


The strategic character of Niagara 
has fundamentally determined Ontario's 
hydro-electric power policy. With all 
the Great Lakes except one as its stor- 
age system, and with a drop of 320 
feet from the head of the cataract to 
the level of Lake Ontario, it is the 
greatest concentrated water power in 
North America. Its location within 90 
miles transmission range of Toronto 
and 235 miles of Windsor on the 
Detroit River makes it ideally access- 
ible to the most populous and highly 
industrialized area of a completely 
coalless province. In view of the mon- 
opoly characteristics of such a com- 
manding natural resource, it is not 





of which 62% was generated at Niagara and 33% 
at Cedar Rapids on the St. Lawrence. 


“Two joint engineering boards have made 
elaborate reports upon the project. The Wooten- 
Bowden report was presented in 1920, while the 
McLachlan-Jadwin report was submitted to the 
respective governments in November, 1926. See 
below, page 141. 
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surprising that public opinion in the 
tributary municipalities should have 
been distrustful of its development in 
private hands, especially in the forma- 
tive days of public utility regulation. 

In 1885, the province of Ontario, 
following the example of the state of 
New York and actuated by consider- 
ation for the preservation of the scenic 
amenities of Niagara Falls rather than 
by any policy of imminent hydro-electric 
development, had enacted legislation 
for the acquisition of land adjacent to 
the Falls and Rapids on the Canadian 
side and for the establishment of the 
Queen Victoria Niagara Falls Park 
Commission. This: body was given 
jurisdiction over the exploitation of 
water power, subject to the approval 
of the provincial government. How- 
ever, extensive hydro-electric develop- 
ment was not actually undertaken on 
the Canadian side until the turn of the 
century.* This development was ini- 
tiated by two American controlled 
companies. One of these, the Ontario 
Power Company, had obtained a 
Dominion charter as far back as 1887, 
but not until 1900 did it secure a 50- 
year franchise from the Niagara Falls 
Park Commissioners for the diversion 
of water to develop 200,000 horse- 
power. The other concessionaire, the 
Canadian Niagara Power Company, 
was a subsidiary of the Niagara Falls 
Power Company of New York, and the 
greater portion of the energy generated 
in its Canadian power house was dis- 
tributed on the American side. 

The initiative in the generation of 





“Except for 2,100 h.p. generated by the Niagara 
Falls Park and River Railway. 

* James Mavor, Niagara in Politics, pp. 27-33. 

* Statutes of Ontario, 3 Edw. VII, c. 25. 


In 1903, federal legislation was passed creat- 
ing the Board of Railway Commissioners for 
Canada. 


Niagara power for transmission within 
the province was undertaken by direc- 
tors of the Toronto Street Railway and 
the Toronto Electric Light Company, 
who obtained from the Park Commis- 
sioners in 1903 a franchise for 125,000 
h.p. to be developed by the Toronto 
and Niagara Power Company (later 
known as the Electrical Development 
Company)."® In 1905, a second fran- 
chise was granted by the province to 
the latter company for developing an 
additional 125,000 h.p. This grant was 
accompanied by the provision that one- 
half of such power should be kept avail- 
able for Ontario municipalities, to be 
sold at prices fixed by the government. 
Here we find the first evidence of a 
provincial power policy. An enabling 
act of the same year** permitted inter- 
ested municipalities to undertake the 
cooperative distribution of the Niagara 
power thus preempted, following a 
favorable report by a jointly organized 
commission of investigation. The city 
of Toronto and six other municipalities, 
under this legislation, organized the 
Municipal Electric Commission, which 
undertook an extended investigation of 
the problem of making Niagara power 
available on the most advantageous 
terms for the future as well as for the 
immediate needs of Ontario munic- 
ipalities. 

The investigation was conducted at 
a time when popular distrust of public 
utility and railway corporations was 
much inflamed in Canada.” In Toronto 
particularly, a sentiment of marked 
hostility arose towards the Electrical 
Development Company, which was 
dominated by William Mackenzie (the 
aggressive president of the Canadian 
Northern Railway) and which had 
shown a somewhat arrogant attitude 
towards the city of Toronto in the 
negotiation of a street lighting con- 
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tract. The public ownership sentiment 
voiced by an influential section of the 
Ontario press was known to be more 
or less shared by the Municipal Elec- 
tric Commissioners. In presenting their 
report in 1906, they recommended that 
instead of making a contract with the 
Electrical Development Company for 
the purchase of its surplus power, the 
municipalities, acting jointly, should 
themselves obtain a power concession 
from the Niagara Falls Park Commis- 
sion and construct their own generating 
and transmission as well as local dis- 
tributing systems. 

A change in the provincial admin- 
istration at this time (1905) proved 
favorable to the advocates of a pub- 
licly owned hydro system. One of the 
first acts of the new Conservative gov- 
ernment was to appoint a provincial 
investigative Power Commission, under 
the chairmanship of Mr. Adam Beck, 
of London, Ontario, who was also a 
member both of the Cabinet and of the 
Municipal Electric Commission. The 
findings, as well as the dominating 
personnel of the provincial and munic- 
ipal commissions, were virtually iden- 
tical. The Hydro Act, passed by the 
Ontario legislature in May, 1906, pro- 
vided only conditionally, however, for 
public ownership of generating facil- 
ities. The permanent Hydro-Electric 
Power Commission created by this 
measure was to consist of three mem- 
bers appointed by the government, at 
least one of whom must be a member 
of the Cabinet. It was empowered not 
merely to fix the rates for electrical 
energy which might be charged by gen- 
erating and distributing companies, but 
also, in the event of noncompliance by 
the latter, to expropriate, with the con- 
sent of the government, existing gen- 
erating and transmission systems and to 
supply power directly to municipalities 
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in which the contract had been ap. 
proved by a by-law. Capital expend- 
itures by the commission were to be 
financed by provincial loans, repayment 
of which, with interest at 4%, should 
be provided for in the contract price 
paid by the cooperating municipalities. 
The act thus gave the commission op- 
erating as well as regulatory powers, 
and made it possible for it to fix rates 
with a view to effecting expropriation, 
subject, however, to the approval of 
the government. 


Shortly after the creation of the 
provincial Hydro-Electric Power Com- 
mission under the chairmanship of Mr. 
(afterwards Sir) Adam Beck, Niagara 
Falls power first reached Toronto over 
the transmission lines of the Electrical 
Development Company, supplying the 
Toronto Street Railway and the Tor- 
onto Electric Light Company. In the 
meantime, by-laws under the Ontario 
Power Commission Act were adopted 
simultaneously by the taxpayers of 
Toronto and some 30 other munic- 
ipalities, authorizing their municipal 
councils to enter into contracts with the 
commission for the supply of electric 
power. The commission thereupon con- 
tracted with the Ontario Power Com- 
pany (which had hitherto not distrib- 
uted beyond the Niagara frontier) for 
the supply of power required by the 
municipalities at $10.40 per h.p. at 
Niagara Falls. The terms presented 
by the commission to the Electrical De- 
velopment Company would have limited 
its own market to Toronto and were 
such as seriously to prejudice its invest- 
ment and future financing.*® While ex- 
propriation was not resorted to, the 
commission was permitted by the gov- 
ernment to enter as an active competitor 
of the company. This was done by 


™ Mavor, op. cit., pp. 88-92. 
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making treasury advances for the con- 
struction of the commission’s own trans- 
mission line to Toronto, paralleling 
that of the company. At the same time, 
the citizens of Toronto carried a by- 
law for the financing of a municipal 
lighting and distributing system which 
should sell ‘provincial hydro” power in 
competition with the Toronto Electric 
Light Company. Public ownership was 
now definitely on the aggressive with 
none too scrupulous concern for vested 
interests or franchise rights.’® By the 
autumn of 1910, the commission was 
able to deliver Niagara power over its 
own transmission system to ten munic- 
ipalities, each having its own lighting 
and distributing system. 


Expansion of the Ontario Hydro- 
Electric System 


In the decade and a half since prov- 
incial “hydro” power was first turned 
on at Kitchener, Ontario, the Hydro- 
Electric Commission has become the 
greatest single distributor of hydro- 
electric power in the world. Its dispos- 
able supply is now slightly in excess of 
1,000,000 horsepower. Its eight co- 
ordinated ‘‘systems’’ furnish power to 
269 “hydro” municipalities and 89 
rural power districts, each with its 
local distributing system. Of the 4,289,- 
000 kilowatt hours of electrical energy 
generated by central stations in Ontario 
in 1924,7° over 70% was furnished by 
the provincial commission. 

Up to 1916, the commission merely 





*The legality of some of the commission’s 
methods and the constitutionality of certain 
“hydro” legislation is vigorously challenged by 
Professor Mavor, whose work Niagara in Politics 
contains much special pleading. See chapters iii-ix. 

” Equivalent to 1,383 kilowatt hours per person. 
The per capita consumption in the United States 
during 1924 was 517 kilowatt hours. 


transmitted to the participating munic- 
ipalities Niagara Falls power purchased 
from the Ontario Power Company, and 
later from the Canadian Niagara 
Power Company as well. The increas- 
ing demand for power, stimulated as it 
was by “sale at cost,” by municipal 
emulation, and by the sudden expansion 
of the war industries, led the commis- 
sion in 1916 to acquire control of the 
entire output of the Ontario Power 
Company’s plant through purchase of 
all its outstanding stock. At the same 
time, the commission took steps to gen- 
erate power on its own account. The 
Queenston-Chippawa development, be- 
gun in 1917, involved the construction 
of a 12-mile power canal from the en- 
trance of the Chippawa Creek (or 
Welland River) into the Niagara just 
above the Falls, to Queenston Heights 
(the original site of Niagara Falls), 
where a head of 305 feet is obtained— 
nearly double that at the cataract it- 
self." Changes in engineering plans 
and wartime labor conditions caused 
the original cost estimates to be greatly 
exceeded.”> While the capitalization 
has thus been high, the foresight in- 
volved in its construction has been 
justified by subsequent power demands. 
The first of the nine 55,000 h.p. tur- 
bine units designed to utilize this diver- 
sion was put into operation at the end 
of 1921. With the installation of the 
ninth unit at the close of 1925, the half- 
million horsepower capacity of the 
Queenston-Chippawa development is 
now being fully utilized. In 1922, the 





For the same diversion of water, the Queens- 
ton plant generates 29.4 h.p. for every 14.6 h.p. 
generated at the Falls themselves. 


* The original plan contemplated an expenditure 
of $10,000,000 to $15,000,000. By the end of 1925, 
over $71,000,000 had been invested in the canal 
and generating plant. 
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commission acquired the generating and 
transmission system of the Electrical 
Development Company as part of the 
general public purchase of the Mac- 
kenzie public utility interests. Thus, 
with the exception of the plant of the 
Canadian Niagara Power Company 
whose energy is largely marketed in 
New York State,?* the commission has 
become the owner of all the central 
generating equipment on the Canadian 
side of the river. 

Although the cooperative supply and 
distribution of Niagara power to the 
industrial municipalities of the southern 
Ontario peninsula between Toronto and 
Windsor was the original objective of 
the provincial ‘“‘hydro”’ movement, the 
policy of the commission has been to 
make cheap hydro power as widely 
available as possible throughout the 
province. By the development of the 
lesser interior water powers and by 
purchase of private systems, it has ex- 
tended its hydro-electric service to the 
territory north and east of the Niagara 
power zone, through seven minor sys- 
tems: the Georgian Bay, Muskoka, 
Nipissing, Central Ontario and Trent, 
Rideau, Ottawa, and St. Lawrence. In 
addition, the Thunder Bay System in 
New Ontario makes Nipigon River 
power available to the Port Arthur dis- 
trict. Although these smaller systems 
are of manifest advantage to the dis- 
tricts concerned, their combined capac- 
ity at present is only one-sixth that of 
the Niagara System. Inasmuch, how- 
ever, as Ontario’s diversion of Niagara 
water is now close to the limit of 
36,000 second-feet allowed her under 
the existing Boundary Waters Treaty, 
future provincial hydro-electric develop- 
ment lies chiefly in eastern Ontario, 





™The commission purchases 20,000 b.p. under 
contract from this company. 


through utilization of the resources of 
the Ottawa and St. Lawrence Rivers. 

As previously noted, development of 
the former involves negotiation with 
the Dominion and Quebec governments, 
while exploitation of the latter is sub. 
ject to international agreement. The 
application of the Georgian Bay Canal 
Company for renewal of its unused 
charter with power rights on the Ot- 
tawa River has just been refused by the 
federal parliament owing largely to the 
opposition of Ontario and Quebec. A 
conference is to be held shortly between 
the federal government and the two 
provinces to discuss the disposition of 
the important Carillon power site on 
the Lower Ottawa in which the Shawin- 
igan Water and Power Company in 
Quebec and the Ontario Hydro-Electric 
Power Commission are mutually inter- 
ested. In order further to anticipate the 
power requirements of this region, the 
Ontario Commission has recently en- 
tered into a 30-year contract with the 
Gatineau Power Company (subsidiary 
of the Canadian International Paper 
Company) to purchase, beginning with 
1928, surplus power rising to 70% of 
the energy being developed at the com- 
pany’s three plants on the Gatineau 
River, which is the principal tributary 
of the Ottawa on the Quebec side. The 
commission will thus become distributor 
in eastern Ontario of over 250,000 
h.p. derived from its neighboring 
province. 

The power now being distributed by 
the commission’s St. Lawrence System 
is likewise purchased from a private 
corporation, the Cedar Rapids Power 
and Manufacturing Company, a sub- 
sidiary of Montreal “Power.” The 
most important water powers in the 
St. Lawrence, however, occur in the 
92-foot descent through the Galops and 
Long Sault Rapids in the international 
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section of the river. Although the 
Canadian and American sections of the 
second Joint Engineering Board (re- 
porting in November, 1926) failed to 
reach technical agreement on the rela- 
tive merits of a single or double stage 
development, both sections concurred 
in estimating an available development 
of over 2,600,000 h.p., consistent with 
the construction of a 25-foot ship 
channel. Whatever engineering plan 
may be finally agreed upon, it can be 
assumed that the distribution of the 
Canadian share of the power so pro- 
duced will be in the hands of the 
Ontario Hydro-Electric Commission. 
When this is accomplished, the com- 
mission will have in operation a con- 
tinuous high-voltage transmission sys- 
tem from Cornwall on the St. Lawrence 
west to Windsor and north to Ottawa, 
with Toronto as the interlocking point 
of Niagara and St. Lawrence power. 


Ontario Hydro-Electric Finance 


The extensive construction under- 
takings and the acquisition of privately 
owned utilities by the Hydro-Electric 
Commission, when coupled with the 
distributing systems of the “hydro” 
municipalities, represent a capital in- 
vestment of impressive proportions in 
relation to the population concerned. 
For the year ending October 31, 1925, 
the capital invested in the commission’s 
various power systems and radial rail- 
ways aggregated $198,998,979; that 
of the “hydro” municipalities totaled 
$77,721,094. The combined invest- 
ment of over $275,000,000 is equiv- 
alent to approximately $90 per head of 
the entire population of the province. 

The financial basis of Ontario’s 
hydro-electric system is unique in public 
utility experience. Four parties are 
involved. First, the commission itself; 


as the agency of the provincial govern- 
ment, which appoints it, from which it 
derives its powers, and to which it 
renders account; as the trustee of the 
associated municipalities on whose be- 
half it generates and transmits power 
and, in some cases, operates radial 
railways; and as the principal in whom 
title to properties is vested and by 
whom contracts are assumed and pri- 
mary financial responsibility borne. 

Second, the municipalities, as direct 
owners of their local distributing sys- 
tems, and as joint sharers in the equity 
in the properties vested in the com- 
mission, to which they are financially 
accountable. 

Third, the provincial government, as 
the constitutional source of the powers 
both of the commission and of the 
municipalities, as the financier and 
guarantor of the commission’s under- 
takings, and as the supervisor of its 
acts. 

Fourth, private individuals or invest- 
ment institutions which have provided 
the actual capital, as holders of bonds 
(a) issued by the provincial treasury 
on the commission’s account; (b) issued 
by the commission and guaranteed by 
the province; (c) issued by acquired 
public utility companies and assumed by 
the commission; (d) issued by ‘“‘hydro” 
municipalities. 

In this involved public ownership 
structure, in which no common stock 
appears, the assignment of the “entre- 
preneurial” responsibility is not alto- 
gether apparent. Where the commis- 
sion has undertaken construction work 
of its own, such as its transmission lines 
and the Queenston-Chippawa and Nip- 
igon developments, the funds have been 
advanced directly by the provincial 
treasurer from the proceeds of govern- 
ment bond issues. Where it has bought 
out privately owned power and radial 
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companies, such as the Ontario Power 
Company and Mackenzie interests,” it 
has issued commission debentures, guar- 
anteed by the province, and has as- 
sumed the outstanding bonds of the 
companies concerned, with the province 
as secondary guarantor.” 

The real liability for meeting the 
commission’s capital charges, however, 
falls upon the “hydro” municipalities. 
While the governing principle of the 
Ontario Hydro-Electric System is that 
power shall be supplied to municipal- 
ities ‘“‘at cost,” the contract rate in- 
cludes, in addition to the direct cost of 
delivering power to the municipal trans- 
former station, the following indirect 
items: (1) Interest on the commis- 
sion’s investment in the generating and 
transmission system concerned, pro- 
rated according to the municipality’s 
relative use of such primary equipment; 
(2) yearly provisions for renewal and 
contingency reserves applicable to the 
same; (3) prorated share of the com- 
mission’s administrative expenses; (4) 
annual sinking fund payment on basis 
of 30-year debt extinction.** Thus, 
while the province is the legal guaran- 
tor of the commission’s capital obli- 
gations, the effective responsibility is 
carried by the associated municipalities, 
which, in turn, shift the burden to local 





“Including the Electrical Development Com- 
pany, the Toronto Power Company, and Toronto 
and York Radial Railway. 

* The capital liabilities of the commission under 
these three heads stood as follows on October 31, 
1925: 


Direct advances from provincial treasury. .$132,000,000 
Debentures issued by commission and guar- 


teed by province .......cceeesceecees 22,641,000 
Bonds and debentures assumed by commis- 

sion and guaranteed by province....... 24,849,000 

MMOS hen Gaik 44.56 nuwessouseeneee $179,490,000 


* Ontario Power Commission Act, Section 23. 
Under the uniform accounting system administered 
by the commission, provisions for corresponding 
items in respect to municipal electric utilities are 


consumers and taxpayers (in respect 
to street lighting). Thus far, the prov. 
ince has not been called upon to dis. 
charge its guaranty to “hydro” security 
holders, nor has the commission tech. 
nically failed to meet its interest obli- 
gations to the treasury.”” Should such 
a contingency arise, the latter would be 
reimbursed through increases in the 
“cost of power” to the municipalities, 
Hence the latter may be regarded as 
‘joint entrepreneurs” in the system; 
and their equities in the commission's 
assets are represented by the sinking 
fund payments standing to their credit.” 
When the advances of the provincial 
treasury are ultimately repaid, the pri- 
mary equipment will be jointly owned 
by the “hydro” municipalities. With re- 
spect to local distributing systems, 40 
municipalities at the end of 1925 
showed an excess of quick assets over 
all liabilities (including debenture bal. 
ance) and may fairly be considered as 
out of debt, while 31 others showed 
such a close approximation as to be 
classed as ‘nearly out of debt.” 


Rural Power Distribution 
Through its various systems, the 


Ontario Hydro-Electric Power Com- 
mission makes provincial “hydro” 





included in the rates charged to municipal con- 
sumers, 

* At times, the payment has involved additional 
temporary advances. 

* At the end of the fiscal year 1924-25, the total 
capital liabilities under the commission’s power 
undertakings amounted to $173,489,168, against 
which sinking fund reserves totaling $7,996,182 
had been accumulated. The sinking fund period 
in connection with the Queenston-Chippawa de- 
velopment has been extended from the statutory 
30 years to 45 years, and there has been a gen- 
eral tendency to defer the commencement of sink- 
ing fund payments for a 5-year period. 

* 18th Annual Report, Ontario Hydro-Electric 
Power Commission, pp. 232-33. 
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power actually or potentially available 
to practically all the municipalities of 
Old Ontario. While no flat rate for 
the province has been adopted, the fixed 
costs of each system have been equit- 
ably prorated among the constituent 
municipalities. During the administra- 
tion of the United Farmers of Ontario 
(1919-1922), the demand became in- 
sistent for the application of the pool- 
ing principle so as to make power 
available to rural consumers on terms 
similar to those enjoyed by urban users. 

This proposal was opposed by cer- 
tain of the “hydro” municipalities, 
whose rates would necessarily have been 
increased thereby. Nevertheless, a Rural 
Power Distribution Act was passed in 
the interests of rural communities where 
the load demanded in relation to trans- 
mission costs would not be sufficient, 
under ordinary conditions, to make 
power available at other than prohib- 
itive rates. Under this act, the com- 
mission may enter into contracts with 
rural townships for the supply of power 
at subsidized rates to hamlets and 
farms within rural power districts 
comprising one or more townships. 
Where a minimum of three farm con- 
tracts per mile of line to be constructed 
is assured, provincial grants in aid are 
available to the extent of 50% of the 
cost of such pole lines. 

Up to October 31, 1925, agreements 
had been executed with 147 townships, 
forming 94 rural power districts. The 
Provincial grants in aid under these 
agreements amounted to $1,616,557. 
This represents a direct treasury sub- 
sidy to agriculture at the expense of the 
general taxpayers, since proposals to 
Provide for the subvention through 
taxation of provincial hydro properties 
were rejected. The scheme has per- 


and farm consumers at rates of from 
3 to 6% cents per kilowatt hour, ac- 
cording to the class of service.*° 

While the availability of cheap power 
to rural communities is of manifest ad- 
vantage in ameliorating the conditions 
of farm life and labor and in checking 
the tendency towards “rural depopula- 
tion,” the actual load thus far distrib- 
uted to rural districts represents a 
relatively insignificant proportion of 
the total energy supplied by the com- 
mission, amounting in 1925 to little 
more than 1%. 


Hydro Radials in Ontario 


In addition to supplying power to 
electric railways, both municipal and 
privately owned, the commission op- 
erates, as trustee for the municipalities 
concerned, three “hydro radial” rail- 
ways: the Essex District Railways, the 
Guelph District Railways, and the 
Toronto and York District Railways. 
These three railways, having a com- 
bined route mileage of 120 miles, 
represent the embarrassing heritage of 
the provincial hydro radial scheme, 
which was strenuously championed by 
Sir Adam Beck and certain “hydro” 
municipalities between 1916 and 1921. 
The project involved the linking up of 
the municipalities of the Niagara power 
zone through a unified radial system, 
to be operated by the commission on be- 
half of the interested municipalities. 
Privately owned lines were to be bought 
out and connected by new construction. 
The requisite capital was to be fur- 
nished partly by the municipalities 
served, but mainly by the provincial 
treasury. Vigorous propaganda was 
conducted, and strong pressure, amount- 
ing to political threats, was brought to 





” 18th Annual Report, Ontario Hydro-Electric 


mitted the supply of power to hamlet Power Commission, p. 66. 








144 THE JOURNAL OF LAND & PUBLIC UTILITY ECONOMICS 


bear upon the government by the 
Hydro Party. 

Reference of the project to the 
Sutherland Commission by the govern- 
ment resulted in a pronouncedly ad- 
verse report. The increasing inroads 
on electric railway earnings through the 
extension of motor highways; the 
gratuitous competition to which a 
provincial radial system would subject 
the Ontario lines of the Grand Trunk 
and Canadian Northern railways, 
which the federal government had just 
been obliged to take over; and the 
heavy capital commitments of the prov- 
ince on account of the Queenston- 
Chippawa development—all these con- 
siderations pointed to the unwisdom 
and the untimeliness of the hydro radial 
scheme. Fortunately for the finances of 
the province, the Farmers’ government 
as well as the preceding Conservative 
administration stood by the Sutherland 
Commission’s findings. 

In the three cases mentioned, how- 
ever, the legislature authorized agree- 
ments made between the Hydro-Elec- 
tric Commission and the municipalities 
concerned. The taking over of the 


Toronto and York Radial Railway in 
1921 was incidental to the joint acqui- 
sition by the commission and the city 
of Toronto of the Mackenzie power 
and electric railway interests. This 
“clean-up deal” has permitted the con. 
solidation under the Toronto Trans. 
portation Commission of all electric 
lines within the city limits, to the gen. 
eral advantage of its citizens. Never. 
theless, the radial mileage operated by 
the hydro commission on behalf of 
Toronto and the surrounding munic. 
ipalities has involved considerable an- 
nual deficits which, while provisionally 
met by provincial treasury advances, 
are charged to the city of Toronto.” 
The operating results of these limited 
hydro radial commitments are indi- 
cative of the financial burdens which 
the province and municipalities would 
have incurred, had the proposals of the 
hydro radial enthusiasts prevailed at 
the very time when electric railways 
generally were entering upon unproft- 
able days. 





* The deficit for 1924-25 amounted to $247,122. 
The deficit on the Guelph District Railway was 
proportionately large. 
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THE SHARE OF AGRICULTURE IN 
THE NATIONAL INCOME 


By HENRY C. TAYLOR and JACOB PERLMAN 


show the share of the total na- 

tional income received by agricul- 
ture in each year from 1909 to 1925. 
In order to do this, it is necessary to 
study prices, analyze the value of farm 
products, and calculate the expenses 
and compute the net income. of agri- 
culture, which, when compared with 
the total “current income” of the peo- 
ple of the United States, gives the share 
of agriculture in the national income. 


Tito purpose of this article is to 


I. Prices 


Prices play a very important part in 
the determination of farm income. The 
prices which farmers receive for the 
products they sell affect the gross in- 
come of agriculture, while the prices 
which the farmers pay for the things 
used in production affect the costs and 
the net income of agriculture. This 
study will begin, therefore, with a sur- 
vey of prices of both agricultural and 
nonagricultural products since 1910. 

Prices of agricultural products. The 
prices of farm products used in this 
study are “farm prices.” In other 
words, they are local market prices 
rather than central market or wholesale 
prices. Although the figures for farm 
prices may not be as accurate as those 
for wholesale prices, it is better to use 
them in preference to the latter because 
they are more closely connected with 
the farmers’ income. The United 
States Department of Agriculture com- 
piles each month a weighted index num- 
ber of farm prices of 30 principal agri- 


cultural commodities with the average 
of August, 1909, to July, 1914, as a 
base, or 100. This index number is in- 
tended to indicate the general level of 
farm prices. The figures for the period 
from January, 1910, to January, 1927, 
by months in terms of this index num- 
ber are shown in Table I and are plot- 
ted on Chart I. 

The index numbers of farm prices of 
agricultural products may be divided 
into three periods, each of which shows 
a different trend. The first period cov- 
ers the years from the beginning of 
1910 until the end of 1915. During 
these years the farm prices of agricul- 
tural products were more or less sta- 
tionary; hence the index numbers of 
farm prices fluctuated around 100. 

The second period extends from the 
beginning of 1916 to the middle of 
1920. This was a period of extraor- 
dinary price inflation. During these 
years farm prices went up very rapidly 
until the index number reached 235 in 
May, 1920, which was 135% above 
the prewar level and was the highest 
point reached either during or after 
the war. 

The third period covers the months 
from May, 1920, to January, 1927. 
This was a period of price deflation. 
A precipitous drop in farm prices oc- 
curred during the 12-months’ period 
from the middle of 1920 until the mid- 
dle of 1921. During this time the in- 
dex numbers of prices of farm products 
fell from 234 in June of 1920 to about 
110 in June of 1921, a drop of 53%. 
This was followed by four years, from 
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the middle of 1921 until the latter part 
of 1925, during which prices improved 
slightly. The index numbers of farm 
prices rose during this period from 110 
in June, 1921, to 152 in August, 1925. 
After that they again assumed a down- 
ward trend. 

In January, 1927, the index stood at 
126, which represented a drop of 17% 
from the figure of August, 1925. This 
was 26% above the prewar level, but 
46% below the high point of May, 
1920. 

Prices of nonagricultural products. 
In order to have an index for the prices 
of nonagricultural products that would 
be strictly comparable to the one for 
“farm prices” of agricultural products, 
it should be based on retail prices, or 
those prices which the farmers pay for 
the goods they buy. Unfortunately, 
there is no such index number of retail 
prices. The best thing available for 
present purposes is an index number of 
wholesale prices of nonagricultural 
products, computed by the United States 


147 


Bureau of Labor Statistics from its 
general index ~“™ber of wholesale 
prices by elimir sting those commodities 
which originate on the farm. The 
period from 1910 to 1914 is used as 
a base. The only difficulty in using the 
wholesale price index arises out of the 
fact that the retail prices of nonagri- 
cultural products may not have main- 
tained the same relation to wholesale 
prices throughout the period. The in- 
dex numbers of wholesale prices of non- 
agricultural commodities are given by 
months in Table II and are also plotted 
on Chart I. 

The index numbers of the wholesale 
prices of nonagricultural commodities 
indicate three periods. The first period 
covers the years from 1910 until the 
latter part of 1915. The index num- 
bers of wholesale prices of nonagricul- 
tural commodities remained more or 
less stationary or fluctuated around 100 
during this period. The second period 
began toward the end of 1915 and con- 
tinued until about the middle of 1920. 





INDEX NUMBERS OF FARM PRICES OF 30 AGRICULTURAL PRODUCTS, OF WHOLESALE 
PRICES OF NON- AGRICULTURAL PRODUCTS, AND OF PURCHASING POWER 
OF AGRICULTURAL PRODUCTS, BY MONTHS, 1910-1927° 
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During this time the wholesale prices 
of nonagricultural goods advanced 
very rapidly. The highest point was 
reached in April, 1920, when the index 
number of wholesale prices of nonagri- 
cultural commodities was 254. The 
third period began in the summer of 
1920. During the first year of that 
period, there was a marked drop in 
prices. The index number fell from 
254 in April of 1920 to 156 in August, 
1921, or 39%. Then came a tempo- 
rary partial recovery which lasted for 
about a year, after which the wholesale 
prices of nonagricultural commodities 
returned approximately to the level of 
1921 and continued more or less sta- 
tionary. In January, 1927, the index 
number of wholesale prices for non- 
agricultural commodities was 156, or 
56% higher than during the prewar 
period, but 39% below the high point 
of April, 1920. In other words, during 
the latter part of the period under con- 
sideration, nonagricultural prices have 
been relatively stable. 

Relation between prices of agricul- 
tural products and nonagricultural prod- 
ucts. A comparison of the index number 
of farm prices of agricultural products 
with that of wholesale prices of non- 
agricultural products indicates the pur- 
chasing power of farm products when 
exchanged for commodities not pro- 
duced on farms. As long as farm 
prices and nonagricultural prices go up 
or go down together, the producers of 
neither one suffer from the maladjust- 
ment of price ratios. However, if 
prices of one class of products lag be- 
hind, the producers of that class are 
bound to find themselves at a disadvan- 
tage. These two indexes of prices form 
the basis for computing the index num- 
bers of purchasing power of the prod- 
ucts in the one class when exchanged 
for the products in the other. By 
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dividing the index numbers of farm 
prices of agricultural products by the 
index numbers of nonagricultural prod- 
ucts we get an index number of the 
purchasing power of farm products. 
The results of such calculations are 
given by months from January, 1910, 
to January, 1927, in Table III and are 
also plotted on Chart I. 

The curve which represents the index 
numbers of purchasing power of farm 
products indicates the period during 
which the farmers were favored and 
the periods during which they were at 
a disadvantage. From 1910 to 1915, 
both the index numbers of farm prices 
and of nonagricultural prices fluctuated 
around the base level, or 100. The 
same was true of the index numbers of 
purchasing power. Then both the index 
number of farm prices and that of non- 
agricultural prices began to rise. Dur- 
ing 1916 and most of 1917, nonagri- 
cultural prices went up faster than 
farm prices, which reduced the index 
number of purchasing power of farm 
products below 100. Then, for about 
two years from the latter part of 1917 
to the latter part of 1919, the situation 
was reversed. The index of farm prices 
overtook and passed above that of 
nonagricultural prices, which immedi- 
ately brought the index number of 
purchasing power of farm products 
above 100. The highest point reached 
during the period was 117 in May, 
1919. Then nonagricultural prices 
again began to go up faster than agri- 
cultural prices, which made the index 
number of purchasing power of farm 
products fall. 

When the break came in the early 
part of 1920, farm prices fell much 
faster than nonagricultural prices. This 
caused the index number of purchasing 
power of farm products to fall to still 
lower levels. The lowest point was 
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reached in 1921, when the index num- 
ber of purchasing power of farm prod- 
ucts reached 66 in May of that year. 
Then there was a gradual recovery for 
about a year, which was again followed 
by a drop in the index number of pur- 
chasing power of farm products to 66 
in August of 1922. During the next 
three years, that is, from the latter part 
of 1922 until the latter part of 1925, 
the index of purchasing power of farm 
products improved, reaching 93 in 
August, 1925. This was due to the im- 
provement in farm prices relative to 
nonagricultural prices. After that date, 
the index number of purchasing power 
of farm products took a downward 
trend, reaching the low point of 80 in 
November, 1926. This may be ex- 
plained by the fact that after the latter 
part of 1925 farm prices were continu- 
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ally falling, while nonagricultural prices 
were changing but little. In January, 
1927, the index number of purchasing 
power of farm products was 81. This 
was 13% lower than in August, 1925, 
and 19% below the prewar level. 


II, The Value of Farm Products 


Prices constitute only one of the fac- 
tors that enter into the gross income 
of agriculture. The quantity of goods 
produced each year constitutes another 
factor to be considered. By multiply- 
ing the quantity produced by price we 
get the value of farm products. 

The United States Department of 
Agriculture has published statistics of 
the value of farm products for each 
year since 1909. The Department esti- 
mates the value of all crops on the basis 
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of quantity produced and the weighted 
average prices of these crops during the 
year. The value of the crops which are 
not fed to live stock is then computed. 
Estimates are also made of the value of 
animal products sold or consumed. By 
adding the value of crops not fed and 
the value of animal products we get the 
total value of farm products, excluding 
duplications. These figures are in 
terms of current dollars. However, by 
dividing the latter by index numbers of 
wholesale prices of all commodities 
with 1913 as a base, a figure is obtained 
for the value of farm products in terms 
of 1913 dollars. These figures appear 
in Table IV and are plotted on Chart 
II. 

By looking at the curve representing 
the total value of farm products in cur- 
rent dollars on Chart II, it will be seen 
that the value of farm products went 
up gradually from $6,472,000,000 in 


1909 to $8,638,000,000 in 1915. After 
that, the increase in total value of farm 
products in current dollars was greatly 
accelerated, partly because of increased 
production but largely because of in- 
flated prices. By 1919, the value of 
farm products had reached a total of 
$17,077,000,000. From 1919 until 
1921 the total value of farm products 
in current dollars declined, reaching 
$10,268,000,000 in 1921. Since then 
there has been a gradual increase in the 
total value of farm products. In 1925, 
the figure was $13,031,000,000. 

A different picture is obtained by 
looking at the curve in Chart II which 
shows the total value of farm products 
in terms of 1913 dollars. The value 
in terms of 1913 dollars went up from 
$6,679,000,000 in 1909 to $8,569,- 
000,000 in 1915. After that it fluctu- 
ated, but maintained a level far below 
the value expressed in current dollars. 


TasLe IV. VALUE oF Farm Propucts, By YEARS, 1909-1925* 

















A B Cc D E F G 
Total Value 
Value of Crops* Total Value of Farm 
(millions) of Farm Index Products, 
Value of Products Numbers of Excluding 
Calendar Animal Excluding Wholesale Duplications 
Year Products* Duplications i in Terms 
Crops (millions) in Current of All of 1913 
All * Not Fed 8 Commoditiest Dollars 
Crops to Livestock (millions) (1913 100) (millions) 
C+D E+F 
Dc scchuitcbaeicyiee iia 5,483 3,074 3,398 6,472 ‘96.9 6,679 
EMO 5:5 slg so win stare sussersioe wie 6,211 3449 3743 7,192 100.9 7,128 
1 ee errr ae 6,495 3,507 35485 6,992 93.0 7,518 
TT Bee arenas 6,799 3,689 35778 7,467 99.1 7,535 
SONG so ncwwy ee aseeaee 6,717 3,787 4,099 7,886 100.0 7,886 
BRO Ses. oesubuwee oe 7,268 3,916 45249 8,165 98.1 8,323 
DER aiccransic.c sowie oui 7,957 45335 45303 8,638 100.8 8,569 
“SSR Peet sees 10,305 5,497 4,862 10,359 126.8 8,170 
RMR P tans ace seas see ee 14,277 75410 6,539 13,949 177.2 7,872 
NB os hcacvesses Sowa eslon oars 14,814 8,422 8,082 16,504 194.3 8,494 
ES 16,561 9,402 8,275 17,677 206.4 8,564 
NOD iss os: 0ce eons eaten 11,578 7,102 7;709 14,811 226.2 6,548 
BAR sss wiesaie cia sre eiaioyis Ante 7,759 4,679 5,589 10,268 146.9 6,990 
MRE Sop a-sccuwaersosaiae 9,430 5,560 5,651 11,211 148.8 7,534 
Oe oe cee: 10,401 6,111 6,271 12,382 153.7 8,05 
ER bcd kca pace asous eee 10,770 6,317 5,902 12,219 149.7 8,162 
SN iis sie eaeaneGuns emine 10,269 6,337 6,694 13,031 158.7 8,211 























*Estimates of United States Department of iculture, Crops and Markets, July, 1926, p. 227. 
tUnited States Bureau of Labor Statistics, Bulletin No. 415, Wholesale Prices, 1890 to 1925, p. 9. 
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The lowest point was reached in 1920, 
when the total value of farm products 
in terms of 1913 dollars amounted to 
$6,548,000,000. By 1925, the figure 
had risen to $8,211,000,000. 


III. Net Income and the Share of 
Agriculture in the National Income 


The figures for the value of farm 
products in current dollars provide a 
basis for computing the gross income 
of agriculture. From the total value 
of crops not fed and animal products 


sold or consumed were subtracted esti- 
mates of the value of crops used for 
seed or wasted. To the remainder was 
added the estimated pure rental value 
of farm dwellings. The sum is the 
gross income of agriculture. From this 
gross income were deducted estimates 
of business expenses and taxes. The 
remainder is the estimated net income 
of agriculture. The estimates for 
gross income, deductions for business 
expenses and taxes, and net income are 
shown in Table V. 

Net income in terms of current dol- 


TasBLe V. Net INCOME OF AGRICULTURE, BY YEARS, 1909-1926 














A B Cc D E 
Taxes on Total 
Year Gross Business pi Net Income 
Income Expenses Investment B—(C +D) 
Calendar year (a) (c) (e) 
Mois trciaticine eterno aaselee aah $ 6,477 $ 674 $225 $ 5,578 
ME oo e5) recs Scacalerd ses easreasioiacalsi no xlore chelate 7,204 809 240 6,155 
MRM sat Sari hey wie et aie wea etah owas 6,991 875 260 5,856 
1S EE ane ntcae ememenre e 7,482 880 285 6,317 
MARNE 5526566 avo’ o's os eiyesaleardras ules cpbcei Sea Lose 7,895 977 315 6,603 
MO onecae Cae eRe ea aa 8,131 1,010 350 6,771 
NN 8 6s cards eee win EGR oN a Adar Se AR 8,565 1,012 400 75153 
MARRERO afc c craras Scribe a note rerciore antata cl 10,129 1,188 45° 8,491 
MMS cies 5c rac cinrgralar sing sceiar gheretwe wes oh he as 13,658 1,707 500 11,451 
Mooi ties actee tak ooemaaeeeere 16,186 2,250 550 13,386 
MIR ota css aiaievarshe we gra eimorcicersie wer horses 17,398 2,797 621 13,980 
ME oui concn snisfosaean ann es Sates 14,542 3,498 750 10,294 
Crop year (8) (@) (f) 
MR NG GENS 5: c5:0/. alas erarsle ve ole cn ne eens 16,098 35306 $32 12,260 
MNES ac 6 000655: asics oe Sra ORS 13,049 3,689 746 8,614 
BNE OR os i ss55 diss ecscon a tye wae laiole oe 9,597 2,448 799 6,350 
NRMAEINE Soros ios ore: sve sci is Rieter nisl me See 10,751 2,501 845 7405 
MRS E MES 6o 5.205 csscoclacsse-iaig oe) stars iain si cield 11,674 2,760 858 8,056 
RR Nora. 55 Saintes oatnnneaenceweses 12,391 2,865 870 : 8,656 
5.6. gag iad eee gcine cee sierce 12,805 3,076 870 8,859 

















(a) Based on estimates of United States Department of Agriculture of total value of farm products, excluding duplicates, 
which are shown in Table IV, column E. These estimates cover the value of all farm products except that part of t 


crops used as f 
gives the value of farm products sold and wu: 


eed. From these figures were deducted estimates of the value of crops used for seed and wasted, which 
sed as food and fuel on the farm. To these figures were then added estimates 


of the pure rental value of farm dwellings, thus giving the gross income of agriculture. : 
(b) Based on estimates of United States Department of Agriculture, Crops and Markets, July, 1926, p. 228. These estimates 
include the value of all farm products less the value of products fed, used for seed, and wasted, which likewise gives 


the value of farm products sold and used as food a 


fuel by farmers. To these figures were added estimates of the 


ure rental value of farm dwellings, thus giving the gross income of agriculture comparable to the data for the period 


rom 1909 to 1920. 


(c) Based on estimates of W. I. King of National Bureau of Economic Research, Income in the United States, Volume II, 


p. 54. These figures, excluding the interest 


id to banks for loans, were adjusted to make them comparable to the 


figures on business expenses computed by United States Department of Agriculture for the period from 1919 to 1926. 


(d) Estimates of United States Department of Agriculture, Crops and Markets, July, 1926, p. 228. 


figures cover 


the amount paid for the products and services of other industries and repairs and maintenance of buildings and equipment 


used in production. 


(e) Estimates of L. M. Graves, “Interest and Taxes in Relation to Farm Income,” in The Annals of the American Academy 


of Political and Social Science, January, 1925, p. 37. 
calendar years. 
(f) Furnished by United States Department of Agriculture. 


These figures are given for fiscal years but are used here as of 
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Tas_e VI. PurcHAsING Power oF NET 
INCOME OF AGRICULTURE, BY YEARS, 











1909-1925 
A B Cc D 
Net Income 
Net Income Index in Terms 
Calendar in Current | Numbers of | of 1913 
Year Dollars Cost of Dollars 
(millions) Livingt (millions) 

(1913 =100) B+C 

AEA 5,578* 88.7 6,289 
PED. ha cwane Gan 6,155* 93.0 6,618 
BREG as. wossace 5,856" 92.0 6,365 
RN oink eo ties 6,317 97.6 6,472 
Eat 6,603* 100.0 6,603 
BURR os os.3sc0s wien 6,771* 103.0 6,574 
ROtiGas 64 s5casun 7,153°* 105.1 6,806 
ae rer 8,491 118.3 7,178 
eee 11,451* 142.4 8,041 
Tree 13,386* 174.4 7,675 
Te een 13,980* 188.3 7,424 
IGOO Sos ssoee 10,549t | 208.5 5,059 
are ,096F 177.3 a7 
BOGS oa gacescuen 6,976 | 167.3 4,170 
RES os 5 eee 8,070T | 171.0 4,719 
“ARS ee ree 8,390f | 170.7 4,915 
BOOR s iskdcanican 8,839T | 173.5 5,095 














* See Table V, column E. 

t Based on figures in Table V, column E, which have been 
converted from a c year basis to a calendar year basis with 
the aid of the monthly figures of money income of agriculture 
from 1919 to 1926, Crops and Markets, October, 1926, p. 343. 

$ United States Bureau of Labor Statistics, Monthly Labor 
Review, January, 1926, p. 17. ~ 


lars and in terms of 1913 dollars is 
shown in Table VI on the calendar year 


Chart IIT 


PURCHASING POWER OF NET INCOME OF AGRICULTURE, 
BY YEARS, 1909-1925 
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tBased on data in Table YI, columa D. 
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basis for the whole period and is plot. 
ted on Chart III. 

In 1909, the net income of agricul. 
ture in current dollars amounted to 
$5,578,000,000. Then it gradually 
rose until 1915, when it amounted to 
$7,153,000,000. After 1915, its rise 
was very rapid, the net income in cur. 
rent dollars having reached the highest 
point in 1919, when it amounted to 
$13,980,000,000. During the next two 
years it declined. In 1921 it was $6, 
696,000,000. After that date it went 
up gradually, and the net income figure 
for 1925 was $8,839,000,000. 

The net income in terms of 1913 dol- 
lars was obtained by dividing the net 
income in current dollars by the index 
numbers of cost of living. Until 1915, 
the net income in terms of 1913 dollars 
remained more or less stationary. Then 
it began to go up and reached the high- 
est point for the entire period in 1917, 
when it amounted to $8,041,000,000. 
Then it began to drop, first gradually 
and then very rapidly, until it reached 
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the bottom in 1921, when the net in- 
come in terms of 1913 dollars 
amounted to only $3,777,000,000. 
Since then it has been going up gradu- 
ally and in 1925 amounted to $5,095,- 
000,000. 

To compute the share of agriculture 
in the total national income each year 
from 1909 to 1925, the net income of 
agriculture was divided by the total 
“current income” of the people of the 
United States, as computed by W. I. 
King of the National Bureau of Eco- 
nomic Research.’ The result gives the 





‘News Bulletin, National Bureau of Economic 
Research, February 21, 1927, p. 2. The figures for 
the period from 1922 to 1925 are preliminary. 


percentages of the total “current in- 
come” received by agriculture for each 
year. The data used and the percent- 
ages obtained appear in Table VII. 
The percentages of the total “current 
income” received by agriculture and by 
other occupations are shown on Chart 
IV. 

A glance at Table VII and Chart IV 
will bring out clearly the economic con- 
dition of agriculture as compared with 
that of all other occupations by years 
from 1909 to 1925. Prior to 1917, 
the share of agriculture in the total 
“current income” remained relatively 
stable. The percentages received by 
agriculture fluctuated between 20% and 
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22%. This indicates that the rate of 
increase in the net income of agriculture 
was keeping pace with that in other 
occupations. During the years 1917 
and 1918, the rate of increase in the 
net income of agriculture was greater 
than in other industries. As a result, 
the share of agriculture in the total 
“current income” of the nation in- 
creased to 24%. This advantage, how- 
ever, disappeared in 1919, when the 
total “current income”’ increased con- 
siderably, while the net income of agri- 
culture rose only slightly, thus reducing 
the percentage share of agriculture to 
21. During 1920, while the total ‘“‘cur- 
rent income” increased, the net income 
of agriculture dropped more than three 
billions. The result was that the share 
of agriculture fell to 14% of the total 


Taste VII. SHARE OF AGRICULTURE IN 
Tora “CurrENT INCOME” OF PEOPLE 
or UNITED STATES, By YEARS, 











1909-1925 
A B Cc D 
of Total 
Total “Current 
“Current | Net Income} Income” 
Calendar Income” of of People 
Year of People | Agriculturet| of United 
of United | (millions) States 
States* Received by 
(millions) Agriculture 
C+B 
ROOD os ocseccwes 27,100 5,578 20.6 
BIE ois ice ssh veueoseaes 28,400 6,155 o1.7 
GEE ooh o0nGasene 29,000 5,856 20.2 
ee a = 30,600 6,317 20.6 
oC Sa eee 32,000 6,603 20.6 
eee 31,600 6,771 21.4 
BORG oo eas ost ree 32,700 75153 21.9 
RNG sie. Saisie 39,200 8,491 21.7 
eee 48,500 11,451 23.6 
OC BAS eee 56,000 13,386 23.9 
ee ee 67,254 13,980 20.8 
RNs 55 Sess 74,158 10,549 14.2 
BOO giessessoan 62,73 6, 10.7 
RPRD si55:sloelen coe 65,567 6,976 10.6 
ene 76,769 8,070 10.5 
SS er 79,365 8,390 10.6 
ER 86,461 8,839 10.2 














* Estimates of W. I. King of National Bureau of Economic 
omaees. gl ye ebruary 21, 1927, page 2. The 
gures for t' rom 1922 to 1925 are preliminary. 

t See Table VI, column B 


“current income” of the people of the 
United States. In 1921, the total “cur. 
rent income’’ showed an enormous drop, 
but the drop in the net income of agri- 
culture was relatively greater, and as a 
result the share of agriculture fell be- 
low 11%. During the years from 1921 
to 1924, the total “current income” 
increased rapidly, but the share of agri- 
culture remained about stationary at 
the level of 1921. In 1925, the total 
“current income” increased relatively 
more than the net income of agriculture, 
thus reducing the share of agriculture 
to about 10%. 

In 1925, the share of agriculture in 
the total “current income’”’ of the peo- 
ple of the United States was less than 
one-half of what it was before the war. 
A part of this reduction may be ex- 
plained by the relative and absolute de- 
crease in farm population, but, if allow- 
ance is made for this reduction, the 
most conservative estimate of the share 
agriculture should have received in 
1925, in order to be on a parity with 
the prewar period, is not less than 15% 
of the total, or 50% greater than it 
actually was in that year. 

It should be pointed out that while 
the percentage share of agriculture in 
the total “current income” of the na- 
tion shrank to one-half of what it was 
before the war, the share received by 
farmers probably shrank even more, be- 
cause of an increase in the rent and 
interest paid by farmers to nonfarmers. 


IV. Farm Insolvency, 1920-1925 


These fluctuations of prices and of 
agriculture’s share of the national in- 
come are reflected in the record of 
farm insolvency since 1920. From the 
foregoing analysis it should be clear 
that while farmers have had to con- 
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tend since 1920 with low prices for their 
products, their expenses—both produc- 
tion costs and taxes—have been at a 
relatively high level. The resultant 
small net income has made it impos- 
sible for. many farmers to meet their 
financial obligations, a considerable por- 
tion of which were contracted when 
farm values were very high. This 
situation is portrayed by the available 
data on farm bankruptcies and changes 
in the ownership of farms. 

Table VIII shows the number of 
farm bankruptcies by fiscal years from 
1910 to 1925. These figures are based 
on the records of bankruptcy courts as 
reported to the Department of Justice. 
Owing to the fact that farmers as a 
rule do not resort to bankruptcy courts 
when forced to surrender their prop- 
erty to creditors, the number of bank- 
ruptcies among farmers during each 
year is not very large. However, by 
comparing one period with another, the 


changes in the number of farm bank- 
ruptcies are shown, which helps to indi-. 
cate the relative increase of farm 
insolvency. 

Since 1920, the number of farm 
bankruptcies has increased each year, 
and in 1925 the number was eight times 
as large as it was in 1920. During the 
five-year period before the war, from 
1910 to 1914, the average number of 
farm bankruptcies per annum was 870; 
during the five-year period after the 
war, from 1921 to 1925, the average 
annual number was 5,237, which is six 
times greater than during the prewar 
period. In 1920, 6% of all bankruptcy 
cases were farm bankruptcies, but in 
1925 the number of farm bankruptcies 
constituted 18% of all cases. During 
the period from 1910 to 1914, the aver- 
age proportion of farm bankruptcies 
per year was 5%, but during the period 
from 1921 to 1925 the yearly average 
increased to 15%. 


Taste VIII. Farm BANKRUPTCIES, BY YEARS, 1910-1925* 











Fiscal Year Endi Farm BANKRUPTCIES 
7 J une 30 aes Alb Rankonpesten Percentage of All 
Number Bankruptcies 
1 145795 849 $7 
IgIl 14,150 679 4.8 
I9gI2 15,589 837 es 
1913 17,588 942 ta 
1914 18,741 1,045 5.6 
1915 21,233 1,246 5.9 
1986 23,931 1,658 bs 
1917 25,265 1,906 "5 
oe 23,462 1,632 70 
I9gIgQ 19,301 1,207 6.3 
Ma 15,583 997 6.4 
192! 15,162 1,363 9.0 
1922 22,462 33236 14.4 
1923 34,236 5,940 17.4 
_— 41,524 7,772 18.7 
195 44,236 7,782 17.8 

















*Acriculture Year-books, 1923, PP. 1158-1160; 1924, p. 1130; and 1925, p. 1386. Compiled by United States Department of 
t 


Agriculture from annual reports of the Attorney-General. 
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Table IX shows the number of farm 
bankruptcies per 100,000 farms for 
each census year since 1910. The rate 
of farm bankruptcies per 100,000 in- 
creased from 13.3 and 15.4, respec- 
tively, in 1910 and 1920, to 123.5 in 
1925. 

A more complete story of the failure 
of farm enterprises in recent years is 
told by several inquiries made by the 
United States Department of Agricul- 
ture. One inquiry is based on reports 
from 15 states covering the period from 
January, 1920 to March, 1923. It 
showed that out of about 68,000 farm 
owners included in the survey, 4.5% 
lost their farms without legal proceed- 
ings, and about 15% had been spared 
such loss up to March, 1923, owing to 
the leniency of their creditors. With 
respect to about 26,000 tenant farmers 
covered by this survey, it was shown 
that 7.2% lost property by foreclosure 
or bankruptcy, 7.8% lost property with- 
out legal proceedings, and 21.3% re- 
tained their property only through the 
leniency of their creditors.’ 

Another inquiry was made in 1925 
covering the calendar year 1924. It dis- 
closed that of the total changes in farm 
ownership about 34.5%, or more than 
one-third, were due to forced sales and 


Taste 1X. RATE OF BANKRUPTCIES PER 
100,000 Farms DurinG Census YEARS OF 
1910, 1920, AND 1925 








Number of 
Number of Number of Bankruptcies 
Census Year| Farm Bank- Farms per 100,000 
ruptcies® Farms 
1910 84ot 6,361,502§ 13.3 
1920 997 6,448,343§ 15.4 
1925 7,872} 6,371,6179 123.5 

















* Fiecal year ending June 3 
¢ Agriculture Year-beok, 1923, pp. 1158-1160. 
t Ibid., 1925, p. 1386. 
roll tract of the Fourteenth Census of the United States, 
Pp 
1 Preliminary announcement of 1925 Farm Census. 


similar defaults.* A similar study was 
conducted in 1926 covering the year 
ending March 15, 1926. A summary of 
this study, showing the number of farms 
per 1,000 changing ownership by vari- 
ous methods for the United States as 
a whole and for each of its geographic 
divisions, appears in Table X. The 
analysis shows that about 21 farms per 
1,000 changed ownership as a result of 
forced sales and related defaults, 4 hav- 
ing changed because of delinquent taxes 
and 17 because of foreclosure of mort- 
gages, bankruptcy, default of contract, 
or other transfer to avoid foreclosure. 
If we estimate the number of farms in 
the United States on January 1, 1926, 
at about 6,356,000,* it would mean, on 
the basis of 21.39 changes in ownership 
per 1,000 farms, that the total number 
of farms changing ownership in the 12 
months’ period ending March 15, 1926, 
on account of forced sales and related 
defaults, amounted to 444 a day. It 
will also be seen from Table X that the 
number of changes in ownership due to 
forced sales and related defaults per 
1,000 farms was lowest in the New 
England and Middle Atlantic states and 
highest in the West North Central and 
Mountain states. In 1925-1926, the 
percentage of all changes in ownership 
due to forced sales and related defaults 
was 35.5, or somewhat larger than in 


1924.° 


V. Causes of Maladjustment of 
Price Ratios 


The beginning of the agricultural 





?Agriculture Year-book, 1923, p. 121. 

"United States Department of Agriculture, The 
Farm Real Estate Situation, 1926, Department Cir- 
cular 377, p. 14. 

‘Estimated along a straight line on the basis of 
census data for 1920 and 1925. 

"The Farm Real Estate Situation, 1926, pp. 11- 
16. 
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depression in 1920 was marked by a 
precipitous fall in the prices of farm 
products followed by a decline in land 
values. This feature of the depression 
is a characteristic of all economic de- 
pressions. The central feature of the 
after-war depression in American agri- 
culture is the maladjustment of price 
ratios. As shown in Section III above, 
inflation carried the prices of agricul- 
tural products and nonagricultural prod- 
ucts up to high levels without any seri- 
ous maladjustment between the prices 
of agricultural products and the prices 
of things which farmers buy. But in 
the deflation period conditions were 
different. The deflation of prices took 
place very much more rapidly in the 
case of agricultural products than in the 
case of nonagricultural products. The 
result has been not simply a temporary 
maladjustment of price ratios or rela- 
tive purchasing power of products, but 
a maladjustment which has continued 
for about seven years, and which shows 
no signs of immediate improvement. 
The facts regarding these price ratios 
are shown in Section I. 

Ii is also shown in that section that 


prices of farm products in current 
money are higher than they were before 
the war. Apparently, therefore, the 
great reduction in the value of land is 
in large measure due to the fact that a 
greater proportion of the income of the 
farm is needed to buy the necessities 
and conveniences of life than was the 
case before the war. This applies not 
only to the things which farmers buy 
and bring into their homes, but also to 
the cost of the education of the children. 

‘Maladjustment of price ratios being 
the essential cause of the depressing 
agricultural situation which has _per- 
sisted since 1920, it is proper to ask 
ourselves, what are the causes of the 
maladjustment of price ratios? Most 
of the causes may be summarized for 
convenience under two headings: first, 
the unbalanced economic life of the 
nation; and second, artificial price in- 
fluences brought about by legislation 
and organization; yet in reality the two 
are inextricable. 


Unbalanced Production and Its Causes 


Before taking up the artificial influ- 


Taste X. NuMBER OF Farms Per 1,000 CHANGING OWNERSHIP BY VARIOUS 
Mertuops, sy GEOGRAPHIC Divisions, DuRING YEAR ENDED Marcu 15, 1926* 











Forced Sales and Related Defaults Voluntary Seles |AllotherC: 
Foreclosure of and Trades, in- | in Ownership Total | 
Geographic Divisions | Inheritance Mortgage Bank- cluding Con- | not Otherwise | Changes in? 
and Gift ruptcy, Default tracts to - Classified Ownership 
Delinquent} of Contract, or Total chase (but not fie 
other Transfer Options) 
! to Avoid 
+ Foreclosure 
Per 1000 | Per 1000] Per1,00o | Per1,coo} Per 1,000 Per 1,000 | Per 1,000 
United States. .... 7.08 4-12 17.27 21.39 29.56 2.25 60.28 
New England..... 6.68 4:49 9.20 13.69 34.02 1.90 56.29 
Middle Atlantic...} 6.89 2.92 8.75 11.67 35.37 2.47 56.40 
East North Central] 7.31 3-17 15.72 18.89 25.81 2.01 $4.02 
WestNorthCentral! 7.42 4.16 26.54 30.70 22.99 2.50 63.61 
th Atlantic....} 8.39 5.39 13.45 18.84 27.99 1.96 57.18 
East South Central] 7.59 3-75 12.38 16.13 33-53 1.81 59.06 
lest South Central] 5.98 3-40 15.26 18.66 34.66 2.17 59.06 
ountain........ 4-26 9.79 40.41 19.74 31.98 3.51 89.95 
re 5.12 3-45 16.29 19.74 35.64 3.34 63.84 
































* United States Department of Agriculture, The Farm Real Estate Situation, 1926, Department Circular 377, pp. 12-13. 
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ences which have tended to modify the 
proportion of the labor and capital of 
the nation which can with profit be de- 
voted to agriculture and the proportion 
that can profitably be devoted to other 
industries, we may mention some of the 
other conditions which have at the same 
time led to an expansion of agriculture. 
Agriculture was expanded as a war 
measure. It has been estimated that 
40,000,000 acres of additional crop 
land were brought into use during the 
war as a result of special wartime 
stimuli. Of the various methods that 
were used to stimulate agricultural pro- 
duction during the war, the appeal to 
patriotism was probably the most effec- 
tive. Associated with the appeal to 
patriotism was the guaranty of a mini- 
mum price for wheat which in admin- 
istration became virtually a fixed price. 
In the case of pork, statements were 
made by the Food Administration which 
were interpreted by farmers as being a 
guaranty of a price for hogs that would 
sustain a certain ratio to the price of 
corn. The fact that it was later claimed 
by the Food Administration that its 
statements had been misconstrued does 
not change the fact that the statement 
was so interpreted by farmers as to be 
an important factor in expanding pro- 
duction. That, indeed, was the intended 
result. These proposals to sustain the 
price of wheat and pork were supple- 
mented by statistical statements issued 
by the Food Administration which, al- 
though apparently without adequate 
foundation in fact, may have been justi- 
fiable war measures. At any rate, they 
intensified the patriotic and the financial 
appeals to farmers. Thus agriculture 
was expanded at the behest of the gov- 
ernment as represented by the Food 
Administrator. 

Another important feature of the 
expansion of agriculture for war pur- 


poses is that this expansion was in the 
same lines of production as are char- 
acteristic of peacetime agriculture, so 
that an adequate expansion for war 
purposes meant overproduction for 
peacetime. In the case of manufactur. 
ing industries, on the other hand, it_is 
a matter of common knowledge that 
the major war industries were devoted 
to the production of special war sup. 
plies which were not in demand in time 
of peace. Furthermore, many of the 
normal activities of city industries were 
in part suspended during the war. Thus, 
when the war was over agriculture in 
general was overexpanded and many 
peacetime city industries were under- 
developed rather than over-developed. 

The wartime city industries were, 
however, without a market for their 
products at the close of the war. This 
might have proved as disastrous to the 
city industries as the overexpansion of 
agriculture has proved to farmers, had 
not the government borne the expense 
of dismantling the city war industries, 
thus providing the capital for making 
the necessary readjustments to peace- 
time conditions. If 10% of our agri- 
culture had been judiciously dismantled 
at the expense of the government at the 
close of the war, those who needed to 
get out of agriculture into other indus- 
tries would have been free to do so and 
would have had the means to enter new 
occupations. This would have brought 
about a better balance between agricul- 
ture and other industries and would 
have avoided the maladjustment of 
price ratios which has been financially 
so disastrous to the farmers and which 
has been so blighting to the rural 
population. 

The dismantling process has gone on. 
Thirty-one million acres of farm land 
have gone out of use. Millions of the 
farm population have moved to towns 
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and cities, and yet agricultural produc- 
tion has not been reduced to the point 
of reestablishing normal price ratios. 
This is partly because new methods of 
production were introduced during and 
since the war. Owing to the scarcity of 
labor, machinery such as tractors, ‘‘com- 
bines,” and milking machines have come 
into use as substitutes for labor and ani- 
mal power. 

Thus a combination of circumstances 
has operated to maintain agricultural 
production at a time when, owing to 
domestic conditions partly natural and 
partly artificial, a reduction in agricul- 
tural production was essential if agri- 
culture as a whole was to prove profit- 
able. But whether agriculture should be 
further reduced or some of the artificial 
conditions that seem to make that re- 
duction necessary should be removed is 
a matter which should receive serious 
consideration. 

The amount of agriculture a nation 
should have as a basis of maximum 
national well-being depends upon the 
relative abundance of the natural re- 
sources available as a basis for agricul- 
ture and for other industries. On this 
basis we probably do not have too much 
agriculture in the United States at the 
present time. The principle of the pro- 
tective tariff has been injected into our 
national life with the thought that, al- 
though it stimulates for a time certain 
industries which would otherwise prove 
less profitable than unprotected indus- 
tries, ultimately these industries would 
be able to stand without the tariff 
crutch. Hence in due time, the sup- 
porters of a protective tariff say, the 
nation as a whole would be more pros- 
perous as a result of developing indus- 
try, although in the interim the total 
annual production of the nation might 
be somewhat reduced. While the orig- 
inal purpose of the protective tariff was 


to enable certain of the less profitable 
industries to compete in the domestic 
labor market and money market for the 
labor and capital esential to carrying on 
these enterprises, the result seems to 
have been to raise appreciably the 
profits of well established industries far 
beyond the profits of basic unprotected 
interests. As the policy has worked 
out, it tends to depress profits of agri- 
culture through increased costs. 

At the close of the war, therefore, 
owing to conditions stated above, agri- 
culture was overexpanded and weak. 
City industries were underexpanded and 
strong, and thus better able to compete 
with agriculture and other relatively un- 
protected industries for the necessary 
labor and capital. Yet at this time the 
protective tariff was increased, with the 
effect of sustaining the prices of pro- 
tected products in the domestic market 
at a level far above that of the unpro- 
tected products. This clearly had the 
effect of stimulating further maladjust- 
ment of price ratios at a time when the 
opposite policy of reducing the tariff 
on manufactured products would prob- 
ably have helped to restore price ratios 
and maintain on a relatively profitable 
basis a larger proportion of the agri- 
culture that had been developed. 

But the tariff is not the only form of 
legislation which tended to magnify the 
maladjustment of price ratios between 
country and city products. The immi- 
gration laws also had the effect of limit- 
ing the supply and maintaining the 
prices of city products. The tariff and 
immigration legislation together had 
the effect of weakening the market and 
thus lowering the prices of American 
farm products abroad. If the popula- 
tions of Europe had been free to manu- 
facture products and sell them in the 
American market, many of them would 
not have felt the necessity of turning to 
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agricultural production in the home 
country, but would have produced more 
manufactured products to exchange for 
American farm products. This would 
not only have provided American 
farmers with the things they needed 
to buy at lower prices, but would have 
stimulated the demand for American 
farm products abroad and in time re- 
duced the maladjustment of price ratios. 

The demand for American farm 
products in foreign countries was fur- 
ther weakened by the fact that the 
United States changed during the war 
from the position of a debtor nation to 
that of a creditor nation. Where before 
the war it took practically all of our 
surplus wheat to pay the interest on our 
foreign indebtedness, at the present 
time other countries owe us vast sums, 
the interest on which must, in the long 
run, be paid in goods imported into the 
United States over a high tariff wall, 
thus weakening the foreign purchasing 
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power for American farm products. 

With these changed conditions in the 
foreign market, with the increased pro- 
tective tariff on manufactures, and with 
the immigration law in effect, American 
agriculture will need to be dismantled 
far below that which was in existence 
in 1914 in order to reestablish the pur. 
chasing power of farm products and put 
the American farmer on the basis of 
equality with those engaged in other 
industries. What is sound national pol- 
icy in this regard is a matter which 
should be definitely worked out as a 
basis of national action. If, in the in- 
terest of the future welfare of the na- 
tion, agriculture should be further 
dismantled and other industries stimu- 
lated by price influencing legislation 
which will more completely industralize 
the nation, then the method of dis- 
mantling should be worked out and the 
costs should be borne by the nation as 
a whole. 
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SOME PROBLEMS OF RECREATIONAL LAND 


By GEORGE S. 


wilderness or broke the prairies 

the idea of setting aside lands for 
outdoor recreation would no doubt 
seem amusing and preposterous. Their 
whole life was out of doors, and there 
were “wide open spaces” for hunting, 
fishing, and any other outdoor diver- 
sions that could be imagined. But, like 
all of our “inexhaustible” resources, 
these spaces are no longer “wide” nor 
“open.” Practically all the land easily 
accessible to the large masses of popu- 
lation has become private property and 
has passed into commercial uses. Only 
as cities or states have set aside areas 
for the recreation and enjoyment of the 
people are there public recreational 
lands. The immense public domain east 
of the hundredth meridian has disap- 
peared and the few accessible spots of 
public land, such as old fortifications, 
military reservations, forgotten bits of 
public land, are eagerly being sought for 
park purposes. 

Population has become ganglionic in 
structure. More than half of the peo- 
ple of the United States are classed as 
urban; that is, they live in towns of 
2,500 or more. Farm population, that 
is, all persons actually living on farms, 
comprised less than 30% of the total 
population in 1920. To the urbanized 
people, few open spaces would be avail- 
able if cities had not set aside parks, 
provided playgrounds, bathing beaches, 
and other public recreational areas. 
Cities have recognized the fact that the 
play instincts of man must be given full 
scope, must be developed, and must not 
be allowed to degenerate to activities of 
a lower plane. This is becoming more 


Je the pioneers who subdued the 


WEHRWEIN 


important all the time with the tendency 
to shorten the hours of labor and the 
working week, thereby increasing the 
hours of leisure. ‘Six days shalt thou 
labor” has been amended by Henry 
Ford. 

Mr. Ford is also partly responsible 
for the fact that the millions of urban 
people are not confined behind city 
walls. The automobile has burst the 
bonds of the city, whether for business 
or pleasure. ‘The whole world of out- 
door recreation is at the command of 
the motorist. One end of the road is 
at his doorstep; at the other end is the 
place he desires.’ The motor car cre- 
ated the demand for hard-surfaced 
roads, more for pleasure travel than for 
commercial purposes. Turnpikes and 
highways, eclipsed for a while by canals, 
railroads, and waterways, are once 
more the objects of internal improve- 
ment on a more gigantic scale than was 
ever dreamed of. 

It is impossible to estimate the miles 
traveled by people who “just go for a 
ride” or motor for the sheer joy of 
moving and seeing something outside of 
their own environment. It is estimated 
that 75% of the sixteen million motor 
cars in use in the United States in 1924 
were used for non-business purposes 
and that the motorists of this country 
travel some six billion miles in the en- 
joyment of vacations and week-end ex- 
cursions.” The radius of operations of 
the vacationist has been extended to the 
very bounds of the nation. Compare 
him with the hiker or the user of the 





*F. V. Colville, Proceedings of the National 
Conference on Outdoor Recreation, 1924, p. 27. 


? Ibid. 
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sainted horse and buggy of the past 
generation! A Sunday or week-end trip 
took them 10 to 15 miles away from 
home; the motorist covers 50 to 200 
miles in the same time. 

Contrariwise, the same means of 
travel has widened the sphere of the 
farmer. He likewise is no longer con- 
fined to his neighborhood but goes to 
the cities to enjoy the recreational ad- 
vantages offered there or perhaps visits 
the parks and beauty spots of distant 
states. The movie, theater, football, 
baseball, state and county fairs, all have 
felt the influence of the automobile. In 
fact, the entire structure of rural in- 
stitutions, the villages, schools, and 
churches are in a process of readjust- 
ment, as are the cities, in response to 
the new force. 


rigltignony in Recreation 


The. Righvvay has become a means of 
recreation as well as of commerce. This 
new relation is a complex one, as those 
who are studying it can testify.’ The 
two uses tend to conflict; partisans of 
each blame the other for obstruction 
and congestion. In fact, the ever-in- 
creasing number of cars is defeating the 
recreational use. The long, slowly mov- 
ing line of automobiles leaving or en- 
tering a large city on a hot summer day 
makes motoring anything but a plea- 
sure. The crowded thoroughfares be- 
tween large cities are no longer country 
lanes to be enjoyed as a relief from 
cities but are mere extensions of 
Michigan Boulevard, Grand Avenue, 
or Broadway. Billboards, sandwich 
stands, filling stations, keep the traveler 





*The United States Chamber of Commerce has 
a committee investigating this subject. See Pro- 
ceedings of the National Conference on Outdoor 
Recreation, 1926, pp. 111-113. 

*Tom Wallace, “A State that Abandoned Its 


in touch with his urban environment, 

If the highway is to be a feature of 
beauty to be enjoyed as one motors, 
some radical changes will have to be 
made. Travelers in Europe are charmed 
by the tree-lined roadways. Some of 
these have fruit and nut trees as well 
as shade trees. This feature could be 
copied in America, but it will be a long 
time before our public can be trusted to 
respect such property. Still, we are 
making progress. Many of the roads 
have trees put there by nature. The 
problem is merely to prevent their dis- 
figurement or destruction. Telegraph 
and telephone companies have often 
been criminal in this respect, butchering 
the trees to make room for their wires. 
A flagrant example has been observed 
in the beautiful Blue Grass region of 
Kentucky.* Trees are often cut for fuel 
or lumber, leaving the roadside bare 
and uninteresting. An encouraging fea- 
ture is the planting of trees along me- 
morial highways. 

Highways ought to be planned from 
the standpoint of landscape gardening 
as well as from the standpoint of traffic. 
There are various kinds of vehicles go- 
ing at various speeds. It has been sug- 
gested that the complete highway will 
include express and local roadways for 
automobiles, roads for horse-drawn 
vehicles, bridle paths, and even a lane 
for the lone pedestrian, the whole to be 
landscaped and provided with the neces- 
sary service facilities.® 

We need to develop the appreciation 
of the highways, or public roads, and 
their possibilities. They may be very 
beautiful or they may be unsightly. In 
this connection especially, attention 





Forests,” American Forestry, May, 1923, pp. 280- 
281. 

*J. Horace MacFarland, Proceedings of the Sec- 
ond National Conference on State Parks, 1922, p. 
58. 
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should be given to what we call the 
margins of the highway, including the 
modern accessories of travel. Mr. 
Frank B. Williams, the author of Law 
of City Planning and Zoning, says in 
his report to the Russell Sage Survey: 
“Tt is the margin that gives the rural 
highway ite tone and feeling, and the 
problem of securing highways rural in 
character is the problem of obtaining an 
adequate margin and protecting it from 
intrusion and defacement. The margin 
provides land for trees which afford 
beauty and shade. The margin may also 
include an easement of setback or build- 
ing line in the abutting property, and 
this controls the use of the land and 
prevents the erection and maintenance 
of any undesirable structures within a 
given distance from the road, including 
the exercise of a desirable control over 
billboard advertising.” 

One of the outstanding objects dese- 
crating the beauty of the countryside is 
the modern billboard. Outdoor adver- 
tising has its place, but this place is 
largely in the cities. Even the residen- 
tial districts are often zoned against 
them, and most rural districts should be 
considered in the same light. Motorists 
have found the multiplication of bill- 
boards a nuisance. Guide signs and 
markers are often lost in the mess of 
commercial signs. In other places, bill- 
boards obstruct the view and are 
actually dangerous to traffic, but from 
the recreationist’s point of view they 
destroy or hide the very scenery for 
which he came into the country. 

Curiously enough, billboards must 
usually be attacked through a subter- 
fuge. We cannot force their removal 
because they are hideous, unsightly, or 
destroy natural beauty. Noises offend- 
ing the ear or offensive odors can be 
controlled under the police power, but 
the eye can still be outraged with rela- 


tive impunity. Only on the grounds of 
danger to traffic or similar reasons can 
this power be used.® It took a consti- 
tutional amendment in Massachusetts 
to give the courts the power to control 
billboards solely from the esthetic 
standpoint. 


Recreation on Private Property 


The automobile, by making the whole 
country one large playground, has 
brought people into new relationships 
and new contacts. The thousands of 
tourists bring new problems to the rural 
districts. The highway on which they 
are traveling is public property, but the 
farms and forests on either side are not. 
On the whole, there is the feeling that, 
although a city lawn is private property 
from which every one can be excluded, 
the farms and forests are still the prop- 
erty of everybody. As Dr. Wilson 
Compton puts it: ‘There is something 
in all of us that revolts at the thought 
that it may be possible for a united 
ownership of the surface of the world 
to put up a collective ‘Keep off the 
grass’ sign. We are all just sociable 
enough, from our racial heredity of the 
ancient commons of Britain, to feel that 
somehow the world does owe us a right 
to commune with nature, even though 
we concede readily enough that it does 
not owe us a living.” He points out 
that people generally assume the right 
to the free run of uncultivated lands, 
and that the owner can maintain his 
property rights as against the common 
rights only when he has duly “posted” 
his land by putting up suitable placards 
against trespassing.’ 

* See, for example, Cusack Co. v. City of Chicago, 
242 U. S. 526 (1916), upholding a city ordinance 
regulating the erection of billboards in residential 
districts, on grounds of safety, health, and morals. 


* Proceedings of the National Conference on Out- 
door Recreation, 1926, p. 50. 
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The same state of mind prevails in 
connection with all natural things, 
namely, that there is a superabundance 
of trees, flowers, and game and that 
these are the: property of those who 
wish to take them. But there is no 
longer a superabundance of wild life. 
Certain species of wild plants are be- 
coming extinct. Trailing arbutus, holly, 
lady’s slipper, columbine, are among 
those in danger of extermination. The 
fact that we have wild-flower preserva- 
tion societies is eloquent testimony of 
this fact. Laws are being passed to 
prevent the indiscriminate picking of 
flowers. Maryland imposes a fine of 
$25 and imprisonment on anyone who 
enters the land of another to pick flow- 
ers or take away trees without the writ- 
ten permission of the landowner, thus 
putting both parties under obligations. 
In other places, the public is being edu- 
cated against the indiscriminate picking 
of wild flowers, flowering shrubs, and 
trees. Around Washington, D. C., 
posters have been put up urging auto- 
mobilists not to pick the dogwood, and 
the results are gratifying. Education 
will probably bring better results than 
merely “passing another law.” 

The same attitude prevails toward 
trees. Colorado spruce has been stolen 
from private grounds and used for 
Christmas decorations. Much idle land 
could be put to profitable use growing 
Christmas trees if only the public could 
be taught that trees are as much private 
property as is the automobile that is 
used to steal them. Even apple trees 
were held as quasi-public property by 
Pennsylvania courts until a law was 
passed defining the farmer’s rights in 
his trees and fruit. Farm and garden 
crops, poultry, and even gasoline dis- 
appear from the farmer’s yard. No 
wonder farmers are tightening their 
property rights and old-fashioned vigil- 
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lance committees have been revived in 
Iowa and Illinois! 

On the whole, the owners of farm 
and forest lands do not object to the 
rational use of uncultivated lands by 
picnickers, campers and sportsmen, but 
the proverbial hospitality of rural peo- 
ple comes to an end when the recrea- 
tionists fail to consider themselves as 
guests and to behave as such. Various 
organizations are trying to impress 
upon their members the “courtesies of 
the camp’’—namely, the removal of all 
paper and trash, the putting out of fires, 
the respect for nature, wild life, and 
property in general. Foresters are seri- 
ously objecting to the use of the forests 
by campers in some states because of 
the fire hazard and the neglect of the 
courtesies of the camp. 

Considerable progress is being made 
in providing publicly for the needs of 
tourists, thereby relieving the private 
property owner of this burden. Muni- 
cipal camp sites, the camp sites of 
Pennsylvania, public forests, parks, and 
beaches are examples. A large propor- 
tion of the recreational use of highways 
is not only for the sake of motoring 
but for the purpose of reaching some 
recreational area. The more accessible 
such areas are, the less will be the con- 
gestion on the roadways. It has been 
suggested that there should be a state 
park or other recreational area at less 
than every hundred miles.° 


Property Problem of Hunting and 
Fishing 


Hunting and fishing are sports that 
echo our frontier heritage and that con- 
tinue to appeal to millions of Ameri- 
cans in city and country. It is estimated 
that 10 million men are disciples of 





* John Ihlder, Proceedings of the National Con- 
ference on Outdoor Recreation, 1926, p. 112. 
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Isaak Walton, and at least 534 million 
men emulate Nimrod every year. Since 
1913, the number of hunting licenses 
issued in Pennsylvania increased 64%, 
contrasted with a 14% increase in the 
population. If this type of recreation 
is to become a permanent one, game 
and fish must not only be preserved but 
increased. To this end there must be 
greater control over hunters, more 
rigid game laws, and shorter hunting 
seasons. But, what is more important, 
land areas must be set aside for the 
breeding and feeding of game. Civil- 
ization is the enemy of wild life. Lum- 
bering destroys the homes of game and 
birds, and fires in forests and cut-over 
lands complete the work of extermina- 
tion. Agriculture eliminates the wilder- 
ness completely and the wild life with it. 
The dredging machine, the ax, and the 
plow have been more effective in de- 
stroying game than the gun.° 

Industry and cities have added their 
bit in various ways, but especially 
through the pollution of waters by 
urban and factory wastes. It is claimed 
that 85% of the streams of the United 
States are polluted and that this per- 
centage is increasing. In New York 
and Pennsylvania there are streams 
without any living organisms whatso- 
ever. Oil from steamers has formed a 
film over the waters along the shores 
of New Jersey which keeps out the 
oxygen and destroys the oyster beds 
and fish. Birds have been seen with 
their feathers so smeared with oil that 
they were unable to rise from the sea 
and fell an easy victim to hunters. Bath- 
ing beaches are being polluted along 
streams and lakes, and even along the 
Great Lakes and the ocean, by city 
wastes and oil. Along New Jersey the 





°W. C. Adams, Proceedings of the National Con- 
ference on Outdoor Recreation, 1924, p. 35. 
"Proceedings of the National Conference on 


sand itself is soaked with oil. “It is 
impossible to take a bath in the surf 
without being compelled to bathe in 
gasoline afterward to remove the tor- 
rid character that has been picked up 
in the water,” said Dr. Henry Ward.” 

However, pollution is controllable, 
and progress is being made in this re- 
spect. It is said that the Thames River 
is cleaner than any great American 
river, notwithstanding the congestion of 
population on its banks. Pennsylvania 
is among the foremost states in con- 
trolling pollution, and the Isaak Wal- 
ton League is active in awakening pub- 
lic opinion in this direction. 

Hunting and fishing are recreations 
of a public nature, but there are but 
few acres of public land left. Of the 
480 million acres of forested land, only 
go million acres are publicly owned; the 
remainder is in the possession of lum- 
ber companies or farmers. The farms 
of the United States contain about 150 
million acres of timberland which fur- 
nish homes for small game. How much 
hunting and fishing will be permitted 
on private grounds depends entirely 
upon how strictly the owners hold their 
property. “Free hunting” is still a part 
of our national spirit. Dr. Compton 
quotes William Elliott as saying, in his 
Carolina Sports, written in the first 
part of the last century: “The right to 
hunt wild animals is held by the great 
body of people, whether landlords or 
otherwise, as one of their franchises, 
which they will indulge in at discretion; 
and to all limitations on which, they 
submit with the worst possible grace. 
The ferae naturae are, in their code, 
the property of him who can take them, 
irrespective of any conflicting right in 
the owner of the soil.”™ 





Outdoor Recreation, 1924, p. 39; 1926, pp. 114-118. 
" Proceedings of the National Conference on 
Outdoor Recreation, 1926, pp. 50-51. 
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To such absurd lengths is this doc- 
trine carried in the South that timber- 
land owners are powerless to prevent 
the burning of the grass by those who 
graze their cattle and hogs in their 
forests. Theoretically, the owner can 
stop it; practically, no one “‘will invite 
the hostility of a community of bold 
and sensitive men.” 


Property in Game 


The question of property in game is 
a complex one. Game is not the prop- 
erty of the farmer or the lumberman 
on whose land it may be found. Strictly 
speaking, fish and game are the prop- 
erty of the state, but the state usually 
does not make actual property out of 
them; hence they are really only poten- 
tial property, or qualified property, 
over which the state exercises control. 
In the Willow River Club case it was 
stated that ‘‘fish belong to the state for 
the benefit of the people,” and the club 
could not prevent outsiders from taking 
them.’” f aa] 

The state, by granting a hunting 
license, in a measure gives its permis- 
sion to the hunter to take the publicly 
owned game. The landowner is placed 
in a peculiar position by this state of 
affairs. The rabbits that grow fat in 
his clover field are not his property. If 
they run into a neighbor’s field he has 
no right to claim them as he can his 
domestic animals. He therefore has 
little interest in protecting or preserv- 
ing game, especially if he finds that 
some outside hunter claims the right of 
trespass and the right to take the game 
on the farm."* 





*Ely, Property and Contract, Vol. I, p. 99. 

“Tn New York State, for example, a man with 
a state hunting license can go on any man’s farm 
and shoot the birds. If the landowner objects, he 
can put up trespass notices, but this need not keep 
the gamer away. The only redress the landowner 


A contrast to the American idea of 
“free hunting” and public property in 
game is the Old World conception of 
game as private property. In this con. 
ception, game belongs to the landowner, 
and the poacher is usually treated more 
severely than the thief who steals a pig 
or a chicken. As a result, game is as 
plentiful in England and Scotland as it 
was 500 years ago. However, the 
European system of private property 
in game will hardly appeal to Ameri- 
cans. In this connection it is interesting 
to note the law recently passed in Wis- 
consin making fur farming possible on 
the marshes of that state by the appro- 
priation of the wild animals according 
to a plan outlined by law. Public or 
qualified property thereby is reduced to 
private property. 

Another strange angle to this prob- 
lem is the fact that the owner may lease 
the shooting privileges on his land, 
thereby receiving monetary gain out of 
the publicly owned birds and animals. 
On the other hand, this gives the owner 
an incentive to protect the game and 
assist in its propagation. This is of 
peculiar significance in private forestry. 
As soon as individuals engage in timber 
growing, they will necessarily restrict 
the rights of the general public in for- 
ests, because of the danger of fire and 
the interference with forest operations. 
But the owner may also find it profit- 
able to lease the resort and hunting 
privileges and thereby receive an addi- 
tional income from his land. In this 
way hunting and fishing will tend to 
become the exclusive privilege of those 
who own or lease land for “sporting 
purposes.” 





has in such a case is to sue the gunner in the civil 
courts for any damage he may have done to the 
property, and if he receives a verdict of six cents 
he is fortunate.” Gilbert Pearson, Proceedings of 
the National Conference on Outdoor Recreation, 


1924, P. 97- 
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However, every restriction of this 
kind will curtail the right of the public 
to “free hunting” and will be looked 
upon as an unfriendly act. It is doubt- 
ful if public opinion will permit any 
large extension of private game pre- 
serves and exclusive hunting clubs. 

A second line of conflict lies along 
the edge of land that is “marginal” for 
agriculture. Marshes, swamps, lakes, 
and forests are not only parts of our 
native landscape but they are the homes 
and breeding places of game and wild 
fowl, particularly of the migratory 
birds. Continuous and extensive drain- 
age has reduced these areas so much 
that the migratory birds are deprived 
of their homes and food. The sports- 
man is anxious to have these areas left 
in their state of nature, but the land- 
owners reply that, since they are being 
taxed on this property, they must put 
it to its most productive use, which is 
not to provide free hunting for city 
sportsmen. 

In so far as these are the facts, they 
are correct. However, in so far as 
drainage is being promoted in order to 
bring new lands into farms there is an- 
other side to the question. It has been 
estimated that it will take 35 years to 
bring the land already drained into cul- 
tivation at the present rate of utiliza- 
tion. In the face of the present depres- 
sion in agriculture, it is certainly unwise 
to add more farms by reclamation of 
any kind of land not already in farms. 

Furthermore, too many drainage 
projects have proved valueless after 
the job was finished. In some cases the 
soil proved to be worthless; in others, 
the costs of reclamation were far be- 
yond what the income could bear. 
Oregon is an example. The lakes of 
eastern Oregon were once one of the 
greatest wild-fowl nurseries in the coun- 
try. It is reported that 120 tons of 


ducks were shipped into San Francisco 
in one day from the Lower Klamath. 
In spite of adverse recommendations, a 
drainage district was organized in 1917 
and the area drained. Yet not more 
than 5,000 out of the 85,000 acres 
have ever been cultivated.** Other ex- 
amples might be cited. 


More Public Property in Recreational 
Land 


If the rights of the public in hunt- 
ing and fishing, as well as to other 
forms of recreation, are to be pre- 
served, several things are necessary. 
First of all, we must keep open the 
rights on private lands by generous co- 
operation between the landowners and 
sportsmen. It is noteworthy that the 
Isaak Walton League is impressing this 
upon its members. Secondly, the rights 
to public lands and waters must be pre- 
served. The recent decision of the 
Michigan Supreme Court in the Col- 
lins-Gerhardt trespass case, preserving 
the right of the public to fish in navig- 
able waters, is a case in point. Massa- 
chusetts has revived an old Colonial 
ordinance giving the public access 
“through any man’s property so they 
trespass not upon any man’s corn or 
meadow.” Court decisions and legisla- 
tion have made this the modern law 
of the state, and the “great ponds” are 
being restored to such public uses “as 
the progress of civilization and the in- 
creasing wants of the community prop- 
erly demand.’’* 

Lastly, more land must be made pub- 
lic property and devoted to recreational 
use. The vexatious Winneskiek Bottom 





4 W.L. Finley, Proceedings of the National Con- 
ference on Outdoor Recreation, 1926, pp. 71-72. 

*R. H. Torrey, “State Parks,” Proceedings of 
the National Conference on State Parks, Washing- 
ton, 1926, p. 54. 
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case was settled by the purchase of the 
land in dispute and placing it under the 
control of the federal government, and 
so the private landowner was relieved 
of his taxes and the burden of supply- 
ing fish and game to sportsmen. Vari- 
ous states and the federal government 
have established game refuges and pre- 
serves where game is protected and 
from which it may roam into lands 
where hunting is permitted. In Ohio, 
farm lands amounting to 100,000 
acres have been designated as game 
preserves, and the farmers are coop- 
erating with the game wardens in pro- 
tecting wild life. Farmers are eager to 
lease their lands in this way because it 
protects them against trespassing. 

More of the water frontage must be 
secured for the public. It is claimed 
that out of the 159 miles of beach suit- 
able for bathing in California only 29 
miles are owned by the public. The 
craze for lake property is rapidly mak- 
ing access to public waters difficult and 
in some places impossible. Since navi- 
gable lakes are public waters, all that is 
needed is a few rods of public highway 
touching the lake in order to give the 
public access to it. In 1923, a law was 
passed in Wisconsin requiring the sub- 
dividers of land in non-urban territory 
to extend highways down to the low- 
water mark of the lake at intervals of 
not more than one-half mile. In this 
way the public is assured access to lakes. 
In some countries the banks of streams 
and lakes are public property, and more 
of the shore lands of America should 
belong to the public. 


National Parks, Monuments, and State 
Parks 


Passing from recreational land de- 
voted to a narrow or specific use, such 
as hunting, fishing, or bathing, we will 


note briefly another kind of land. These 
are the national and state parks. Na. 
tional parks are “areas of some magni- 
tude distinguished by scenic attractions 
and natural wonders and _ beauties 
which are distinctly national in inter. 
est,” while a state park preserves areas 
of outstanding state importance. As 
such, they appeal to the highest recrea. 
tional instincts in man, which make all 
other uses, whether recreational or 
commercial, secondary. Other kinds of 
recreational land of wide interest are 
the national monuments, which preserve 
some natural wonder or commemorate 
some historic event or person of na- 
tional importance; the wilderness dis. 
cussed by Mr. Aldo Leopold in the 
October, 1925, number of the Journal 
of Land and Public Utility Economics; 
land for scientific purposes; and the na- 
tional, state, and municipal forests. 

There are many conflicting theories 
as to the proper place of all of these 
different kinds of land in a comprehen- 
sive land plan, and as to the functions 
and duties of federal, state, and local 
governments in providing for these 
various types of park and forest land. 
The problem of coordination is not yet 
worked out. It is important that this 
be done very soon. We cannot rely 
upon economic law to provide the fu- 
ture generations with recreational land. 
It may be that high prices of lumber 
will induce private owners to reforest, 
but we shall probably experience a tim- 
ber famine first. No such economic in- 
centive will bring forth national or 
state parks. These must be selected 
with a vision of what 200 million peo- 
ple will need in the future. City 
planners have established a ratio of 
park area to population. Is it possible 
to agree upon a ratio of national and 
state park area to the population of 
the nation as a whole? 
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The location of these parks is an- 
other problem. National parks, if 
selected on the basis of containing 
scenic wonders of national importance, 
must obviously be located where nature 
has put such wonders. That most of 
them are in the Far West and away 
from the centers of population is not 
the fault of those who selected the 
areas but the will of the Creator. How- 
ever, every state has beautiful areas 
which can be dedicated for state park 
purposes to supplement the national 
parks. . 

The problem is to select them now 
before the reason for their selection 
has disappeared. City parks and play- 
grounds can be established on sites once 
occupied by buildings, but state and na- 
tional parks, forests, and wilderness 
areas cannot. These must be set aside 
before civilization has touched them. It 
is therefore wise to select large areas 
long before they are needed, because 
we must plan for the future and not the 
present. This will entail some burdens, 
but if there are ripening costs in recrea- 
tional land as there are in other kinds 
of land, we must be prepared to bear 
them. 

Where a particular area suited to 
recreational uses is also useful and de- 
sired for other forms of utilization, the 
tendency is for the value of that area to 
increase. Hence the longer purchase by 
the public is postponed, the more expen- 
sive it will become. The Indiana dunes 
Serve as an example. 

Fortunately, land appropriate for 
recreational purposes of state or na- 
tional interest has few competing uses. 
Land noted for scenery is rarely suit- 
able for agriculture, and forestry and 
recreation can often be combined on a 
given area of land. In the last five 
years the United States has lost over 
75,000 farms. Throughout the East, 


farm land is reverting to timber and 
brush at the rate of a million acres a 
year. These are indications that there 
is but little pressure of population upon 
land in general and much less upon 
land especially suitable for forest and 
recreational purposes. Locally, attempts 
are being made to encroach upon this 
or that park or to extend utilitarian 
rights in forest lands. This must not be 
permitted. The use and enjoyment by 
all the people is more important than 
the profits of a few. If this were not 
so, public park systems, whether urban, 
state, or national, would have to fall. 
Finally, in making a plea for recrea- 
tional land, if the spiritual and educa- 
tional values fail to make an impres- 
sion, one can always fall back on 
“money value.” Recreation is one of 
the biggest ‘“‘business propositions” in 
America. More time and money are 
spent on luxuries, movies, theaters, 
games, pleasure riding, than on food 
and clothing. The gasoline needed to 
drive motor cars six billion miles of 
pleasure travel is just one item. A few 
years ago the Denver Chamber of 
Commerce estimated that the tourist 
traffic brought into Colorado $44,000,- 
voo annually. These dollars are just as 
valuable as those received for the prod- 
ucts of farms and mines. New England 
is being rejuvenated by the tourist 
and summer resort public. The farmers 
have adjusted their agriculture to the 
new situation and have established way- . 
side markets and dairies. It is one of 
the few sections where the area of 
farm land and the number of farms 
increased during the last five years. The 
Lake States are beginning to realize 
what a financial asset their scenery is. 
The old notion of converting all land 
into farms is giving way. The thou- 
sands of lakes, the rocky lands, the 
forests, are attracting the dwellers of 
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the cities that cluster at the foot of 
the lakes and the inhabitants of the flat 
but fertile prairies. The Northern 
Peninsula of Michigan is anxious to re- 
forest some 15 million acres of idle 
lands, not only to revive the once 
profitable lumber industry but to at- 
tract tourists, hunters, and fishermen. 
Michigan estimates the value of her 
tourist travel of the past year at $200,- 
000,000, Wisconsin at $90,000,000. 
Florida, California, and Canada have 
capitalized climate, scenery, and recrea- 
tion to a still greater extent. In 1925 
it was predicted that the tourists of that 
year would be worth $2,500,000,000 to 
the thousand and one communities lo- 
cated along the highways and near the 
playgrounds of the nation. 

On the other hand, the monetary and 
playground features of recreation are 
becoming so evident that there is dan- 
ger that the higher forms of enjoyment 


will be sacrificed for the dollar. Pub. 
lic sentiment is favoring the establish- 
ment of national parks in every state, 
whether there are outstanding natural 
features or not. Everywhere, commv- 
nities are endeavoring to attract tour- 
ists and are clamoring for parks to be 
donated by a liberal federal govern- 
ment. ‘Uncle Sam is rich enough to 
give us all a park” seems to be the mod. 
ern version of the old land policy. Un. 
der such conditions it is difficult to keep 
to a high standard for national parks. 
Even at the present time, there are 
areas called by that name which are not 
of the high standard set by Yellowstone 
or Yosemite. This does not mean that 
there is no place for small parks or 
recreation spots adapted to the needs 
of tourists, but that these are not of 
national importance. These belong un- 
der the jurisdiction of states and should 
be provided at state expense. 
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THE RISE AND DECLINE OF MUNICIPAL 
OWNERSHIP IN THE ELECTRIC LIGHT AND 
POWER INDUSTRY OF WISCONSIN 


By HERBERT B. DORAU 


M UNICIPAL ownership has al- 


ways been an important aspect 

of the organized provision of 
central electric service in the United 
States. In no other service industry 
conducted on a commercial basis, ex- 
cept the water utility, has the develop- 
ment of public ownership gone further. 
Over 80% of the central water supply 
systems are publicly owned and over 
40% of the central electric light and 
power establishments are municipally 
owned. Municipal provision of elec- 
tric service has been an important fac- 
tor since the very beginning of the in- 
dustry. Although as early as 1900 its 
disappearance or at least decline was 
anticipated and predicted, yet the num- 
ber of municipal establishments has 
increased rapidly and steadily. The 
last census of central electric light and 
power stations reported 2,581 munici- 
pally owned establishments, an increase 
of 263 over the number reported in 
1917. Whereas in 1917, 35.4% of all 
central stations were municipally owned, 
in 1922 40.6% were reported as 
municipal.? 

However, the number of establish- 
ments is only one way of setting forth 
the importance of the publicly owned 
portion of this industry. By itself this 
method is inadequate and misleading. 
The average commercial establishment 
is valued at about ten times the average 
value of the plant and equipment of the 
municipal establishments. The publicly 
owned portion of the industry repre- 


sents only about 5% of the total value 
of plant and equipment, 8% of total 
revenue,” 5% of the output distributed; 
but it serves about 13% of the cus- 
tomers. Furthermore, when measured 
in these ways, the importance of 
municipally owned relative to that of 
privately owned establishments has re- 
mained about the same for the United 
States as a whole from 1902 to 1922, 
gaining slightly in the proportion of 
total investment, losing slightly in the 
proportion of all customers served, and 
gaining slightly in the proportion of 
total revenue received. 

More recently the economic and 
technological bases of the electric light 
and power industry have been under- 
going violent changes. These innova- 
tions appear to be operating to the dis- 
advantage of the municipally owned 
portion of the industry, as they are to 
the disadvantage of all small plants 
whether publicly or privately owned. 
Thus the future of municipal ownership 
is again uncertain. In response to 
these changes in the basic character and 
methods of providing electric service, 
the municipal establishments have 
altered in both character and extent. 
The purpose of this short study is to 





The number of private establishments actually 
declined on account of consolidations. This tended 
to accentuate the impression of an increase in 
municipal plants when expressed as a percentage 
of the total number. 

? A considerable part of the output is purchased, 
thus increasing revenue without corresponding in- 
creases in the investment. 
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analyze in some detail a few aspects of Municipally owned electric light and 
these developments and only, for the power establishments of Wisconsin af. 
present, as they manifest themselves in ford an excellent opportunity for such 
the one state of Wisconsin. a case study. Two circumstances espe- 
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MUNICIPAL OWNERSHIP 


cially recommend the developments in 
Wisconsin for special study. First, pro- 
gressivism has long been associated with 
the state of mind of the public and cer- 
tainly there, if anywhere, municipal 
ownership should still be a matter of 
principle rather than a matter of indus- 
trial technology. But a second circum- 
stance was far more important than the 
traditional liberalism of the state. In 
no other state, unless it be Massachu- 
setts, are the records with respect to 
municipal plants so generally adequate 
and complete as to make readily pos- 
sible a comparative historical survey of 
the changing character and extent of 
municipal ownership in the electric light 
and power industry. 


Life History of Municipal Plants 
in Wisconsin 


The records for Wisconsin show that 
between the years 1890 and 1927 there 
have been at one time or another 115 
different municipally owned establish- 
ments engaged in rendering commercial 
electric service. The life history of 
each of these enterprises in terms of the 
degree of self-sufficiency of the estab- 
lishment, the precedence of private own- 
ership, as well as the change from pub- 
lic to private ownership is presented in 
Chart I. This may be viewed either as 
a record or life history of each instance 
or as a composite picture of the chang- 
ing character of municipal ownership as 
a whole in that state. The life bar for 
each community starts at the time when 
central electric service was first re- 





*This excludes municipal street lighting systems 
when they render no commercial service. Of these 
there have been a few from time to time and 
more recently three of record, Milwaukee, Shore- 
wood, and Wausau. The McGraw Central Sta- 
tion Directory also lists as municipal, plants in 
Birnamwood, 1909-1914, Bruce, 1909-1919, and 
Eastman, 1921-1925. There are no state reports 
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ported. The years during which a self- 
sufficient municipal plant existed are 
shown by the solid black portion of the 
bar. When the municipal plant began 
to depend upon private power com- 
panies for part of the current distrib- 
uted, usually peak-load demand or de- 
mand during the low water season, the 
double cross hatch is used to show the 
years during which this transitional type 
of cooperative arrangement existed. 
When finally it became advantageous 
for the municipal station to purchase 
its entire output from a power com- 
pany, this change to mere distribution 
is indicated by a single cross hatch; and 
when, as in the case of an increasing 
number of plants in recent years, a pri- 
vate company bought or resumed com- 
plete service, the life history bar be- 
comes an open white section.* These 
are the various stages in the evolution 
of municipal plants which the records 
disclose. 

If these data be viewed as a com- 
posite picture of the character and ex- 
tent of municipal ownership in Wiscon- 
sin, the general change which has taken 
place since 1918 stands out clearly. Be- 
ginning in 1914 and continuing through 
1926, the self-sufficient municipal plant 
which generates all the current and dis- 
tributes it has been rapidly disappear- 
ing. Its place is being taken by plants 
either wholly or partly dependent upon 
private concerns for their supply of 
electricity; the tendency is markedly 
away from the self-sufficient municipal 
plant and in the direction of the entirely 
dependent establishment. 





naming these places. Milton Junction bought its 
plant, holding it only until resale could be made. 
It has not been considered a municipal plant. 


“The principal sources of the information basic 
to this study are the records of the Railroad Com- 
mission of Wisconsin. These have been checked 
as far as possible. Their accuracy is relied upon, 
but cannot be guaranteed. 
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The Establishment of Municipal 
Electric Plants 


From 1890 to 1900, municipally 
owned plants were established very 
slowly, so that by 1900 there were only 
15 such enterprises in the state (Table 
I). From 1900 to 1910, 59 more were 


TasBLe I. THE NUMBER OF MUNICIPAL ESTABLISH- 
MENTS ORIGINATING, AND THE NUMBER OF EsTAB- 
LISHMENTS CHANGING, FROM MUNICIPAL TO 
PRIVATE OWNERSHIP IN WISCONSIN ; 

BY YEARS; 1891-1926* 














Number of 
Number of Establishments 
Total Number Municipal Changing From 
Year of Municipal | Establishments | Municipal to 
Establishments} Originating Private Own- 
Each Year ership by 
Years 
1891 I I i 
1892 2 I ne 
1893 3 as a 
1894 3 I re 
1895 5 2 an 
1896 5 “is ‘6 
1897 5 es os 
1898 8 3 “a 
1899 12 4 ss 
1900 15 3 3 
Igo! 20 5 se 
1902 26 6 Ze 
1903 31 5 “+ 
1904 44 13 - 
1905 50 6 a 
1906 54 4 “ 
1907 66 12 oy 
1908 68 2 Pia 
1909 71 3 .- 
IgIo 74 3 wi 
IgI! 79 5 Re 
1912 81 2 as 
1913 84 3 he 
1914 92 8 - 
1915 Iol 9 Ss 
1916 103 2 ns 
1917 105 3 I 
1918 106 2 I 
1919 107 3 2 
1920 103 2 6 
1921 100 ces 2 
1922 98 ss 3 
1923 97 I 2 
1924 96 ae I 
1925 94 I 3 
1926 89 5 














* Compiled from the reports of municipal electric light and 
power stations to the Railroad Commission of Wisconsin. No 
reports were made for the municipal street lighting systems 
of Milwaukee, Shorewood and Wausau. No state reports 
were made for the following towns recorded in the McGraw 
Central Station Directory as municipal for the period indi- 
cated: Birnamwood, 1909-1914; Bruce, 1909-1919; Eastman, 
1921-1925. Milton Junction bought its plant and held it 
for a short period of time for sale to private company. 
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established, making a total of 74. After 
1911, the rate of increase slowed up 
perceptibly, except that from 1913 to 
1915 another rapid increase of short 
duration added 20 municipally owned 
establishments to the list. The maxi- 
mum number was reached in 1919 with 
a total of 107. Since that date, 4 more 
communities have been added, but the 
losses by sale to private owners, begin- 
ning in 1917, made such heavy inroads 
that the total declined to 89 for the 
year 1926 (Table I). 

One aspect of municipal ownership in 
the electric industry that is often over- 
looked is that in a majority of instances 
service began in these communities un- 
der municipal auspices because no other 
agency was ready or willing to render 
the service. The conditions in Wiscon- 
sin well illustrate this fact. Here, out 
of 115 instances of municipal owner- 
ship, only 20 originated as private un- 
dertakings, while 95 were initiated 
as municipal enterprises (Table II). 
Moreover, of these 95 instances, 74 
were initially self-sufficient generating 
stations producing all the current 
needed and distributed. The other 21 
establishments beginning operations un- 
der municipal auspices include one in- 
stance of a plant generating part and 
purchasing part of its output, and 20 
which purchased all of their supply 
from the beginning of electric service in 
their communities. The municipal plants 
which began merely as distributing sta- 
tions (20 in all) are almost all of more 
recent origin, only two such instances 
being recorded before 1914. Of 25 es- 
tablishments originating as municipa 
undertakings since 1913, 18 began as 
distributing stations purchasing their 
entire output, the remaining 7 gener- 
ating their entire output. Of these 25 
establishments, 10 had passed into pri- 
vate ownership by 1926. 
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Municipal Plants Which Originated as 
Private Undertakings 


In 20 Wisconsin communities, electric 
service originated under private aus- 
pices and then was assumed as a public 
function (Table II). It is interesting 
to note that none of these communities 


IN ELECTRIC INDUSTRY 177 
have returned to private ownership of 
their electric establishments. In 15 of 
these 20 communities, the change was 
from private to public plants generat- 
ing the entire output, while in five in- 
stances the change was to municipal 
establishments which purchased their 
entire supply. Five plants out of these 


TABLE II. 


ANALYSIS OF CHANGING CHARACTER OF MUNICIPAL OWNERSHIP OF ELECTRIC 
LicHT AND Power ESTABLISHMENTS IN WISCONSIN, 1891-1926 








Total Number of Municipal Establishments in Wisconsin, 1891-1926...... 
I. Number Originating as Private Establishments..................-. 


A. Number Changing from Private to Municipal Establishments Gen- 
CEALIND ANON CRICHUB s o5:6/0:0.06:0:0-ccocgro waece eons deinevasiesesays 

1. Number continuing to generate all of output................-. 
2. Number changing from generating all of output...........:.... 
a) to generating none of output............. 00... e eee eee 

4) to generating part of output................ eee eee ees 

(1) Number continuing to generate part of output...... 

(2) Number changing from generating part of output. .. 

(a) to generating none of output................ 

(4) to generating none to generating part to gen- 

erating none of output.................-. 

(c) to generating part to generating all to generat- 

ing part of output.................. eee 

(d) to generating part to generating none to gen- 

erating part of output.................... 


B. Number Changing from Private to Municipal Establishments Gen- 
erating None of Output... «0. oc ccccc sec csccsincceseeseveees 


II. Number Originating as Municipal Establishments................. 


A. sage Originating as Municipal Establishments Generating All 
OMOHICI Gace oloisis, ocala ele Sonus MelaNae estes dae scosees 

1. Number continuing.to generate all of output................-. 
2. Number changing from generating all of output...............- 
a) to private establishments. ...............0ee eee eeeeeees 

4) to generating none of output................-.ee eee eee 

(1) Number continuing to generate none of output. .... 

(2) Number changing from generating none of output to 

private establishment. .................0e eee 

c) to generating part of output...............ceee eee e eee 

(1) Number continuing to generate part of output...... 

(2) Number changing from generating part of output... 

(a) to generating none of output................ 

(4) to generating none of output to private estab- 

HOMNOOOR 5.05 dar cence esedenecesiarues 


B. egies Originating as Municipal Establishments Generating Part 
ONONIEING aise ens Gees ona sane sete t de Hae aHaRneaes 

1. Number changing from generating part to generating none of 
MN gb pads cbs cii os dsends eae eeeeean esd eens 


C.N pared Originating as Municipal Establishments Generating None 
OP CEP G ok ik ck cece ce cceneeseseencersercecceseccodes 

1. Number continuing to generate none of output...............- 
2. Number changing from generating none of output.............. 
a) to generating all of output............. 0. cece ee eee ees 

4) to private establishment..................0eeceeeeeeees 
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15 continued throughout the period to 10 establishments, one changed to gen. 
be self-sufficient plants, generating their erating none and 9g to part of their out. 
entire output, while 10 changed to pur- put. Further analysis of these changes 
chasing part of their output. Of these is presented in Table II. 


eee Se 


Tasie III. ANALysis oF EXTENT AND CHANGING CHARACTER OF MuNICIPAL Ownerr- 
sHIP OF ELectric LiGHT AND Power ESTABLISHMENTS IN WISCONSIN BY YEARS, 
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1885-1926 
NUMBER OF 
NUMBER OF MUNICIPAL ESTABLISHMENTS | ESTABLISHMENTS NUMBER OF ESTABLISHMENTS 
TOTAL ORIGINATING As: CHANGING ACTUAL | (MUNICIPAL) CHANGING FROM 
NUMBER OWNERSHIP FROM NET 
oF Mun- INCREASE) 
Estap- i N uupEn 
LISHMENTS Municipal Establishments OF Generat- | Generat- | Generat- 
1n Exist-| Private Private Public Munl- ing All ing All | ing Part 
a oe — Gen- Public Private ESTA pod pi pt 4 
YEAR | ments Fame erating Bn a. |LISHMENTS| Part None eat 
ber Output Part | None 
1885 I 
1886} |....... 
> i ere 
1888 | f....... 
1889 2 
1890 2 
1891 I I I I I 
1892 - ae eae I I I 
1893 > Wi [earevemnrterses’ eeeear (ere. | ea | | | feces: 
1894 BO ron Sader I I I 
1895 ae a 2 2 2 
1896 Sd cherbicmeecoet | lie Wie 9 Spe Miletieencn 
1897 5 7 Vecsaueibaeccmiy 9 Gp 6 mie | ib ibeec ac 
1898 8 I 3 3 3 
1899 BOS Ul ota 4 2 I 4 
1900 15 2 3 Ba, | Mexsencays 3 
1901 20 3 4 i | nn. Soe. I 5 
1902 BO Becca 6 5 1d | Hover 6 
1903 | ns ese 5 Si (RR (me ecco - 5 
1904 44 I 12 12 I 13 
1905 an) eee 4 4 2 6 
1906 | 54 3 2 2 2 4 
1907 66 I 10 10 2 12 
1908 68 I 2 2 2 
1909 an Cee I I 2 3 I I 
1910 ao Assackcsus 2 2 I a ne ee, oe 
IgII 79 I 4 3 I I (ae Serene: 2 
1912 81 I I I 2 1 ee emer 
1913 84 2 2 I TD | Geoeaic| (semi 3 
1914 92 6 2 4 2 8 | Serene 
1915 | 101 8 4 4 I 9 3 I 
1916 | 103 ” ey (ene 7 Bae 2 2 2 2 
1917 | 105 3 1 Seek I 3 2 I t 
1918 | 106 I 1 I 2 Be Meiers Scapeoe 2 
1919 | 107 2 2 I 2 3 5 4 2 
1920 | 103 2 a, eet 6 2 2 e. aces 
1921 oe F  Meveecel ~ B)|| Gieeeseheesacee Ra BN) cet 10 4 4 
1922 Ss (Seon Ne ee | occenc Ceacooce BE UN heccrssocadra > VE Seer 3 
1923 97 I : a eee 2 I ; as cep 4 
1924 i ne ees ime am (MM Pea epcyse Me Hes cece 4 ee Barer rc 
1925 | 94 | = |..nee- 1 3 1 I 3 4t 
1926 ms © . Bececte ( e- OR  isapees ee eee, Cee eo 8t 









































*® One establishment changed from generating none to generating all. 
¢ One establishment changed from generating part to generating all. 
One establishment changed from generating none to generating part. 
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Municipal Plants Which Originated as 
Public Undertakings 


Of the 95 instances of establishments 
which originated as public undertakings, 
74 began as self-sufficient plants, but 
only 8 of these continued throughout 
the period to generate their entire out- 


TaBLe IV. NUMBER OF MUNICIPAL ELectric LIGHT 
AND Power ESTABLISHMENTS IN WISCONSIN 
GENERATING ALL, ParT, oR NONE OF CuR- 
RENT DISTRIBUTED, BY YEARS, 























1891-1926* 
r 

Number of conan eae Fraser 

Year Establish- | ing All of | Cenerat mage 

sente Output ing Part | ing None 
1891 I I ae = 
1892 2 2 ee es 
1893 2 2 ‘e Pe 
= ; 3 ae 43 
189 5 5 as 
1896 5 5 Be a 
1897 5 5 a ay 
1898 8 8 sc se 
1899 12 II ae I 
1900 15 14 a I 
gol 20 19 ue I 
1902 26 24 xe 2 
1903 31 29 me 2 
1904 44 42 a 2 
1905 50 48 as 2 
I 54 52 ar 2 
1907 66 64 Be 2 
1908 68 66 ar 2 
1909 71 67 1 3 
1910 74 69 2 3 
1911 79 70 3 6 
1912 81 71 4 6 
1913 84 75 4 5 
1914 92 75 6 II 
1915 Iol 75 9 17 
1916 103 71 9 23 
191 105 69 10 26 
191 106 67 Io 29 
1919 107 57 13 37 
1920 103 47 15 4! 
1921 100 go DY 49 
1922 98 26 20 52 
1923 97 23 17 57 
1924 96 18 a1 57 
1925 94 14 19 61 
1926 89 14 12 63 





*Compiled from the reports of municipal electric light and 
power stations to the Railroad Commission of Wisconsin. No 
Teports were made for the municipal street lighting systems 
of Milwaukee, Shorewood, and Wausau. No state rts 
were made for the following towns recorded in the McGraw 
Central Station Directory as municipal for the period indicated: 
Birnamwood, 1909-1914; Bruce, 1909-1919; Eastman, 192!1- 
1925. Milton Junction bought its plant and held it for a 
short period of time for sale to private company. 


put. Of the 66 which did not maintain 
self-sufficiency, 17 changed to private 
ownership, 20 to generating none of 
their output (of which 3 subsequently 
changed to private ownership), and 29 
shifted to purchasing part of their sup- 
ply. Only 8 of these 29 plants which 
changed from generating all to purchas- 
ing part of their supply persisted in gen- 
erating even part of their output to the 
end of the period, while 20 turned ulti- 
mately to purchasing their entire supply, 
and one of this group changed to pri- 
vate ownership. 

Reference to Table II, where these 
changes are presented in tabular form, 
will make this transition easier to fol- 
low. One unusual case is recorded of a 
municipal plant originating as an estab- 
lishment generating part of its output. 
This establishment subsequently pur- 
chased all its supply. In the later years 
the tendency for municipal establish- 
ments to originate as distribution sys- 
tems was noted. Of 20 such instances, 
14 continued to the end of the period 
as purchasers, while one changed to 
generating all its output, a most unusual 
reversal of order, and five were trans- 
ferred to private ownership (Table II). 
The relatively greater resistance to 
change in the group of 20 establish- 
ments originating as private stations is 
also worth noting and relates to the 
fact that the transition to the various 
stages in the evolution and finally to pri- 
vate ownership is more rapid and fre- 
quent in the communities in which mu- 
nicipal ownership is of more recent 
origin. In general, these places are also 
somewhat smaller in size. 


The Year-by-Year Changes in the 
Character of Municipal Ownership 


In Table III the changes in the status 
of Wisconsin electric light and power 
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establishments which were at one time 
or another municipally owned are dis- 
tributed historically according to the 
year in which the status or character of 
electric service altered. Thus the move- 
ments may be followed more in detail. 
The year-by-year changes in the num- 
ber of establishments generating their 
total output, generating part of their 
supply, and purchasing their entire out- 
put are summarized in Table IV. The 
graphic representation of these facts in 
Chart II makes the movement even 
more striking and apparent. The era of 
the self-sufficing establishment began in 
1891, reached its peak in 1913 to 1915, 
and then declined precipitously until in 
1926 only 14 such plants, generating 
their total output, remained in existence. 

In 1909 a second stage in the evolu- 
tion began, namely that in which the 
municipal plant purchased part of its 


Chart II 


Number of 


Purchasing All Current Distributed 
Generating Part of Current Distributed 
Generating All Current Distributed 











Numeer or Municipat Evectric LiGHT AND Power ESTABLISHMENTS IN WISCONSIN GENERATING 
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BY YEARS, 1891-1926 
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current and generated the rest. These 
mixed plants were fewer in number than 
either those generating all or purchas- 
ing all their supply but reference to 
Chart I or Table II will show that it is 
a class with a changing content. At one 
time or another, 39 of the 115 munici- 
pal establishments having existed in the 
period from 1891 to 1926 went through 
this evolutionary stage. The largest 
number existent at any time was in 1921 
and 1924, when 21 plants were of this 
character. 

The most rapid change, as will be 
seen by reference to Chart II, has taken 
place in the number of municipal estab- 
lishments which have become mere dis- 
tributing stations. This movement 
started early, but the instances were few 
between 1900 and 1910. The rapid 
advance occurred since 1913, so that by 
1926, 74 of the total of 115 instances 
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are or have been municipal establish- 
ments generating no part of their out- 
put. In 1926, 63 of the remaining 89 
municipal establishments in Wisconsin 
were purchasing all of their require- 
ments. 

Of these. 63 establishments which 
were purchasing their total require- 
ments in 1926, 19 had always, as 
municipal plants, bought their total 
supply, 18 had formerly generated all 
their output, 25 had once generated all 
and later purchased part of their out- 
put, while only one originated as a 
plant purchasing part of its supply. 


From Public to Private Ownership 


The movement from public to private 
plants began in 1917. By 1926, 26 
municipal plants had gone from public 
to private ownership, with the largest 
number of transfers in 1920 and 1926, 
when 6 and 5 plants respectively 
changed classification. Among these 26 
plants, 17 changed abruptly from self- 
suficing generating establishments to 
private plants, 5 changed from a status 
of purchasing all current to private 
ownership; 3 of them evolved from 
self-suficing plants first into establish- 
ments purchasing all their supply and 
then into private ownership; only one 
instance is thus far recorded of a mu- 
nicipal establishment generating all of 
its output which shifted first to purchas- 
ing part of its supply, then to purchas- 
ing all, and finally was sold to private 
owners. If the present trends continue, 
future records are likely to show numer- 
ous instances in which the evolution 
from public to private plants has gone 
through these three steps. 

This brief portrayal of some rather 
striking changes in the municipally 
owned portion of the electric light and 
power industry of Wisconsin is not in- 
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tended to call forth or recall the argu- 
ments for or arguments against the in- 
stitution of municipal ownership. The 
writer believes that in comparatively 
few communities is public ownership a 
fetish for which people will make any 
great or continuous sacrifice. To phrase 
this in another way, the economic neces- 
sities and industrial technology of the 
electric light and power industry have 
far more to do with the character-and 
extent of municipal ownership than all 
the appeals both pro and con that have 
been presented. In communities where 
people have chosen public in preference 
to private provision of their electric 
supply, inertia will tend to maintain the 
existing status, but beyond that there 
seems to be no reason why the small 
municipal plant can any more withstand 
the force of the new technological con- 
ditions than the small private establish- 
ments which are being superseded at an 
even more rapid rate. To test this 
proposition, an intensive search for his- 
toric fact is being pursued. Other states 
are being studied, and with more facts 
there should come more light. 

Certain questions of both public and 
private policy are inevitably raised by 
the data shown in this article. These 
are reserved for future discussion, 
which will be based on more varied and 
extensive study. Information now at 
hand suggests, however, that the 
changes in Wisconsin are not typical of 
other states, at least not to the degree 
to which they have developed, and that 
some conditions in this state are unusual 
and very favorable to the kind of a 
transformation which appears to be go- 
ing on. Nevertheless, the trend in Wis- 
consin may eventually prove to be a 
forecast of what will shortly follow in 
other states, for the Wisconsin records 
definitely show an uncertain future for 
municipal ownership in the electric 
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light and power industry. That future 
would seem to be dependent upon the 
possibility of satisfactory cooperation 
and service under conditions where pri- 
vate companies supply the electricity 
and the public authorities distribute it. 
Disadvantages of this division of re- 
sponsibility exist and are already mak- 
ing themselves felt. If such a division 
of functions is not practicable, the new 
technology of the electric industry 
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would seem to have written the end of 
municipal ownership on any large scale, 
unless, through associations of munici- 
palities or state ownership of power 
sources, the advantages of large-scale 
production and interconnection could be 
made available to municipal establish- 
ments. In order to survive, municipal 


plants need access to the same econ- 
omies that are now open to the pri- 
vately owned portion of the industry. 
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AGRICULTURAL ESTATE MANAGEMENT 


By H. C. TAYLOR 


numbers of farm owners have 

lost their farms because of the 
deflation of the currency and because of 
unfavorable price ratios. These causes 
manifested their influence through high 
costs of production, high living costs, 
and high taxes, coupled with low prices 
for the products the farmers had for 
sale. In six years from January 1, 
1920, to January 1, 1926, the value of 
farm property shrank about $20,000,- 
000,000. Bankruptcy was the inevit- 
able result. According to recent esti- 
mates, farm owners are losing their 
farms at the rate of 400 a day. Large 
areas of farm land have been thrown 
into the hands of creditors since the 
beginning of the agricultural depres- 
sion in 1920. This is not an entirely 
new thing. But the present situation is 
extraordinary in two respects. Nearly 
eight times as many farm bankruptcies 
were reported in 1924-1925 as in 1919- 
1920. In ordinary times, a foreclosed 
farm is sold at once, but now when a 
creditor takes land he finds no market 
for it. Hence some method of utiliza- 
tion must be sought. This has brought 
the problem of agricultural estate man- 
agement into every real estate office, 
every bank, every mortgage investment 
company, and every insurance company. 
Some of this land has fallen into the 
hands of retired farmers who presum- 
ably know how to manage it, but large 
areas have also fallen into the hands 
of widows, teachers, mortgage invest- 
ment companies, insurance companies, 
and others, who know little or nothing 
about the management of farms. This 


[-.. the past six years vast 


cluded in farms in 1925. 


land in the hands of investors who have 
unintentionally become landlords is 
causing trouble to these new landlords 
and to those who wish to use the land. 
Some of the land has been sold to 
farmers for what it would bring. Ap- 
proximately 31,000,000 acres of land 
reported in farms in 1920 was not in- 
The man- 
agement of this land is a problem in 
the mind of the erstwhile creditor who 
has become its owner and who must 
pay the taxes or lose title, but the fact 
that it is lying idle is beneficial to other 
farmers to the extent that it reduces the 
surplus of farm products. Much of the 
idle land cannot be farmed with profit 
at present costs of operation and pres- 
ent prices of farm products. Much of 
the foreclosed land is still in use and is 
being operated by tenant farmers. The 
new owners would, as a rule, be glad 
to sell the land they possess but “there 
is no sale for land.” That is, would-be 
landowners are not buying land at the 
prices at which it is being held. Hence, 
a great many farms owned by people 
who know nothing of farming are being 
leased to tenant farmers. In many cases 
the creditor would do much better to 
make a debt adjustment on the basis of 
ability to pay and leave the debtor 
farmer on the land. 

The management of foreclosed land 
has in some cases been turned over to 
expert farm management companies, 
but most of it is being leased to farm- 
ers by real estate brokers, bank officials, 
or the agricultural agents of mortgage 
companies and insurance companies. As 
a rule, these agents need to know more 
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about estate management than they do. 

Estate management is a subject well 
developed in England. Men trained in 
agriculture and the law devote their 
lives to the management of the land 
belonging to the nobility. In the United 
States, landed estates have been rare 
and estate managers few, but conditions 
have now taken a new turn. Tempo- 
rarily, at least, estate managers are 
needed. Without them, landowners will 
secure small returns, if not losses, on 
their investments and tenant farmers 
will suffer from irrational supervision. 
Where can estate managers be found? 
The answer is, they will have to be 
developed. Good raw material can be 
found. Here and there is a farmer 
who owns a number of farms which he 
is managing well. He is a good pros- 
pect. Among the graduates from agri- 
cultural colleges there will be an occa- 
sional man majoring in farm economics 
who has had experience and who pos- 
sesses that degree of balance and judg- 
ment which makes him available as an 
estate manager. 

The men selected by banks, mortgage 
loan companies, insurance companies, 
and similar organizations for the man- 
agement of land should be given some 
time for special preparation before 
taking up the duties of the new position. 
One of the first things which these pros- 
pective estate managers should do is to 
visit an agricultural service organiza- 
tion, such as that of D. Howard Doane, 
of St. Louis, Missouri, and study the 
methods in use. The next step recom- 
mended is a visit to a number of estates 
under organized management. The 
Sibley estate at Sibley, Illinois, the 
Scully estate at Lincoln, Illinois, the 
Wadsworth estate at Geneseo, New 
York, are outstanding examples of 
estates which have been under effective 
management for a long period of time. 
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The prospective manager should study 
the system of records, the forms of con- 
tract, and the methods of supervision 
in use on these estates. 

This is not enough, however. He 
should visit a large number of tenants 
and study their reactions to various 
forms of contracts and methods of 
managerial supervision. Good estate 
management requires a knowledge of 
farming, and some knowledge of law, 
but above all it requires a thorough 
knowledge of practical psychology. 
Lawyers can rarely be found who can 
draw a satisfactory farm contract. 
Knowledge of agriculture is more essen- 
tial than a knowledge of the law in 
drawing up a paper that is to adjust 
the relations between a landlord and a 
tenant. No farm lease is useful if it 
does not lead to good farming. It is 
important, of course, to have leases 
drawn in legal form; yet though legal, 
if devoid of the necessary agricultural 
stipulations, the contract will be useless. 
Tenant farmers have little property. 
What the landowner gets as rent must 
come from the land. Under a good 
contract that stimulates good farming 
the owner of the land may secure a 
return on his investment, but bad farm- 
ing yields no share for the owner. 

The student of the problem of estate 
management will find that some estates 
are operated by hired labor and others 
by tenant farmers. To the former class 
belong the vast country places of 
wealthy men who keep farms for fun. 
They have their fun and pay the cost. 
The management of these farms 
throws no light upon the methods to 
be used in managing estates for profit. 
Here and there can be found a tract 
of many thousands of acres operated 
successfully in one unit by a hired man- 
ager. An excellent example is the 
Allerton farm at Monticello,. Illinois. 
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This, however, is an exception to the 
rule. The Sibley estate and many others 
were once managed in this way and 
then converted into a series of family 
farms operated by tenant farmers. 

The Fairway Farms Corporation, of 
Montana, was organized for the specific 
purpose of developing a method of 
handling land of a quality worth farm- 
ing with a view to rehabilitating ca- 
pable bankrupt farmers. The plan is 
to finance good men on good land on 
a basis that will enable them to become 
owners of the farms. This system was 
described in the April, 1926, number of 
the Journal of Land & Public Utility 
Economics. 

While it is hoped that estate man- 
agement will not become a permanent 
institution in the United States as it is 
in England, it would be a wise move 
for the companies who are interested 
in finding estate managers to organize 


a short course of training through 
which managers and prospective man- 
agers could quickly acquire the avail- 
able information on the various phases 
of the subject. Successful estate man- 
agers could doubtless be induced to 
teach courses relating particularly to 
the operating phases of estate manage- 
ment which would supplement the farm 
management, farm accounting, and 
legal training which could be presented 
by professional educators. This would 
improve the management of some of 
the land now farmed and might prove 
the best means of getting the land back 
into the possession of the farmers. The 
land now idle should not as a rule be 
brought back into use until a careful 
survey has been made to show its prob- 
able usefulness. Indeed, much of the 
idle land should perhaps be abandoned 
by the creditor who has unintentionally 
become its owner. 


PROBLEMS OF 
AGRICULTURAL ESTATE MANAGEMENT 


By D. HOWARD DOANE 


HE depression in agriculture has 
T sroust about the failure of many 

farm owners who as a conse- 
quence have defaulted on payments on 
loans. The resulting foreclosures have 
made landowners out of many insur- 
ance companies, trust companies, banks, 
and individuals. These interests are 
facing a real problem in their at- 
tempt to operate these farms at a 
profit. The ordinary procedure is to 
place the newly acquired land in charge 
of some officer or employee of the 
institution, whose chief training and 
experience have been along other lines 
than practical agriculture. The work 
is generally assigned to some officer of 


the institution, who may use as a field 
man an ex-appraiser, a country real 
estate man, or a country banker. Not 
infrequently, no field representative is 
regularly employed, and lands are 
rented through a local representative, 
who assumes the responsibility for col- 
lection of rents when these can be ob- 
tained without undue trouble. In this 
case a commission is ordinarily allowed, 
ranging from 5% to 10% of the 
amount of rent obtained. 

I have mentioned this procedure in 
handling foreclosed properties because, 
as far as my observation goes, it has 
had one distinguishing characteristic, 
namely, operation at a loss. 
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Not long ago the writer was in a 
trust company where the vice-president 
in charge of real estate was complain- 
ing rather bitterly about the results 
of this method of handling the prob- 
lem. I took occasion to say that al- 
though I had had a lifetime training 
and experience along farm management 
lines, I felt certain that it would be 
impossible for me to step into the place 
given him by the bank and successfully 
carry on the work that he was attempt- 
ing to do. This officer had no practical 
agricultural experience, and the man- 
agement of the foreclosed farms was 
given to him as a side line for which 
he must find extra time from his 
regular duties. 

Agriculture is a business of rela- 
tively small and narrow margins. The 
old profit that accrued to landowners 
from 1900 to 1920 of approximately 
10% a year in the form of increased 
land value has entirely disappeared. 
The only profits now are operating 
profits. These have been so uncertain 
since the beginning of the depression 
in 1920 that I do not believe that a 
person can undertake the management 
of a farm as a side line and handle it 
successfully. 

The Doane Agricultural Service is 
a farm management organization. We 
have approached the problems of man- 
agement as the public utility engineer 
approaches management problems in 
that field. Our organization is com- 
posed of men who have university 
training in agriculture and have proved 
their ability to handle the practical 
problems of farming. They devote 
their entire time to it. In our opinion, 
this is essential. We find it difficult, even 
under these conditions, to make profits 
regularly. It would seem much more 
difficult for the man who views his 
task as entirely incidental. 
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From our experience, some of the 
chief problems and necessary steps to 
successful management are the follow- 
ing: 
1. The biggest problem is to see 
the problem. The ability to go on a 
farm and size up its chief difficulties 
is essential. Standards for measure- 
ment of farm management units are 
meager. Our agricultural colleges have 
not trained men along farm manage- 
ment lines for very many years. The 
first Farm Management Department 
ever organized in an agricultural col- 
lege in the United States was about 
I910 to 1912. Previous to that time, 
our colleges had trained men as spe- 
cialists in soil, crop, fruit, or live stock. 
These men do not get the significance 
of, or the proper view for, meeting 
practical farm management problems. 

2. A second important problem is 
the necessity for a rapid turnover of 
product. The normal farm turnover is 
annual. If most of our manufacturing 
business was reduced to an annual 
turnover, the profits in many instances 
would entirely disappear. The prob- 
lem of turnover is particularly difficult 
in specialized sections such as the 
wheat, corn, or cotton belts. In diver- 
sified regions, increased turnover is 
more easily accomplished. 

3. Another problem is that of in- 
creased volume of business. The net 
sales per unit of investment, or per 
acre, are ordinarily small. Volume can 
frequently be increased by renting ad- 
ditional land or by purchasing feed 
and feeder stock and turning raw prod- 
ucts into finished. The normal ten- 
dency during this period of depression 
has been to cut down volume. This, in 
our opinion, is exactly opposite to the 
proper procedure. If an enterprise can 
be operated with any profit at all, the 
narrower the margin, the greater must 
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be the volume of business if total profits 
are to be maintained. 

4. The correct point of view of 
management is essential. Problems of 
management vary materially between 
liquidation properties (those owned by 
individuals or companies who have 
taken them under foreclosure) and 
permanently owned farms. To meet 
this problem we have organized a 
Liquidation Farm Management De- 
partment. The point of view is so 
different that the treatment of per- 
manently owned properties should not 
be compared or confused with that of 
those held temporarily. In the writer’s 
opinion, many failures in the handling 
of temporarily owned properties are 
due to the fact that the one responsible 
for management has viewed his prob- 
lems as he would those of permanently 
owned estates-or farms. 

Properties taken under foreclosure 
are ordinarily held for sale at the earli- 
est possible moment. Loaning com- 
panies are not operating companies, 
and their view of ownership of a farm 
is simply that it is a necessary step to- 
ward the return of the original invest- 
ment. The erection of improvements, 
draining of land, clearing, the building 
up of the fertility of the soil, expendi- 
tures for fertilizer, the effects of which 
are not quickly received, all come within 
a class of expenditures which must 
be carefully considered. Investment 
organizations should hesitate to send 
good money after doubtful. The view 
in most cases, therefore, should be one 
of minimum investment and expenditure 
and maximum net return, keeping dis- 
tinct the difference between gross re- 
turn and net. In some instances we 
have recommended that owners rent 
property at $1 to $2 an acre that had 
a producing ability of one-half to three- 
fifths of a bale of cotton, from 50 to 


75 bushels of corn, and 3 to § tons of 
alfalfa to the acre. The cost to the 
new owner to obtain the production 
mentioned would be so great and would 
cover so long a period before any net 
return would be probable, that we 
deemed it more advisable to obtain the’ 
small rent rather than increase an 
already doubtful investment. 

5. A careful appraisal of properties 
just prior to foreclosure should always 
be obtained. Within the last three 
years we have appraised more than 
30,000 acres of land as valueless, not- 
withstanding the fact that much of it 
could be made to give yields that would 
be profitable under ordinary conditions. 
Some of these areas were small tracts 
or portions of larger bodies. For ex- 
ample: We have frequently advised 
that owners lop off and cease paying 
taxes on certain forties, eighties and 
quarter sections that were nonproduc- 
tive portions or units of otherwise de- 
sirable tracts. If these appraisals show 
that certain units are undesirable and 
that their retention for operating pur- 
poses is definitely unprofitable, then. 
they should be sold at any obtainable 
price or dropped, and taxes should not 
be paid upon them. 

A few “don’ts” might be mentioned 
that have come to us through experi- 
ence in the management of over 60,000 
acres of land, both permanently owned 
and also in our Liquidation Farm Man- 
agement Department: 

1. Don’t foreclose until a new ap- 
praisal has been obtained, after subdi- 
viding the tract into units representing 
separate or different classes or units of 
value. 

2. Don’t take under foreclosure land 
that cannot be profitably operated, or 


‘at least carry itself without addition of 


new capital for continued ownership. 
3. Don’t expect men inexperienced in 
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agriculture to manage farms success- 
fully during a period similar to the 
present when operating margins even 
under favorable conditions are ex- 
tremely small. 

4. Don’t assume that an officer of 
the company can treat the management 
of farms as a side line with successful 
results. 

5. Don’t expect a net return on 
operation when management is en- 
trusted to a local man who will handle 
the property for a nominal percentage 
of gross returns. 

6. Don’t undertake an operating pro- 
gram that covers a long-time view, such 
as expenditures for improvements, 
drainage, clearing, or the like. 

Experience has taught us definitely 
that there is no intermediate course for 
the successful handling of farm prop- 
erties. The only possible chance for 
operating profit is to be found in devot- 
ing the entire time of the best men 
obtainable to the meeting of problems 
incident to efficient management. High- 
grade tenants must be obtained. Their 
work must be planned carefully and 
completely. Contracts and rent agree- 
ments must protect the full interests of 
the owners. Contacts with the tenants 


must be regular and constant, this ap- 
plying particularly to the period of the 
year when crops are being harvested 


and divided. 
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_ Land is not always rented by the new 
owners, but the problems of manage- 
ment when managers are employed and 
all labor is hired, equipment purchased, 
and full operation made direct, increase 
greatly, although profits should increase 
correspondingly with good manage- 
ment. 

If properties are favorably located, 
advantages may come from pooling the 
interests of the several units for buying 
and selling purposes. 

In 1925 our organization had over 
26,000 acres of land in its Liquidation 
Management Department. After pay- 
ing all taxes, insurance, and operating 
costs of every kind, we made a net 
return of 6.1% on the book value of 
these properties. Our 1926 record is 
not yet complete, but we know now that 
it will not be so good, because some 
of our land is in the South, and the 
slump in cotton prices has very materi- 
ally affected results there. We do 
feel, however, that good land in a 
good state of fertility, when taken 
over at current values, can be operated 
to return to the owners—the original 
mortgage holders—at least an amount 
equivalent to the original interest on 
the mortgage. To do this requires well 
planned and efficient management. The 
“‘side-line’”’ method of “looking after 
farms” has proved wholly unsatisfac- 
tory as far as our observation goes. 
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A STUDY OF UTILITY FINANCIAL 
STRUCTURES:. DISTRIBUTION OF INCOME! 


By A. E. PATTON and O. GRESSENS 


the distribution of the gross rev- 
enues of public utility companies 
is of primary importance. In a previous 
article it has been shown that the repre- 
sentative rate of capital turnover of 
public utilities is somewhat lower than 
is ordinarily supposed and lower than 
the rate obtained from a simple average 
of the periods of capital turnover. 
This makes the distribution of income 
an important consideration. The finan- 
cial structures of most corporations are 
built with a view to the apportionment 
of the earnings. The value of the as- 
sets and the position of the corpo- 
ration’s security holders with regard to 
these assets are not so important as the 
amount of the revenues which are avail- 
able after all periodical expenses, in- 
cluding fixed charges, have been met. 
The margin of safety for the bond- 


Fi tte a the financial point of view, 





*EpiTorRIAL Note: This is the fourth of a series 
of articles by these authors on the subject of finan- 
cial structures of public utilities. For the first 
article, which treated scope and method, see the 
Journal of Land & Public Utility Economics, April, 
1926. For the second article, which treated current 
position, see the Journal of Land & Public Utility 
Economics, July, 1926. For the third, which dealt 
with revenue production ratios, see the Journal, 
February, 1927. The fifth article, which will deal 
with earnings on investments, will appear in the 
next issue of the Journal. 

*It is the value of this ratio rather than the com- 
monly used arithmetic average which yields the 
most important single figure. The ratios used in 
this series of studies are not ideal ratios but are 
representative ratios. In other words, they are 
ratios which occur most frequently among the com- 
panies included in the sample. Or, more con- 
cretely, they are values about which the ratios of 
the greatest number of operating companies tend 
to concentrate. For a full discussion of the repre- 


holders and the earnings on capital 
stock are paramount considerations in 
building sound financial structures. At 
present it is generally accepted that 
public utility companies can carry a debt 
on which the fixed charges amount to 
one-half of the net earnings. It is both 
interesting and important to determine, 


‘therefore, from the study of a large 


sample, how closely public utility com- 
panies actually conform to this plan. 
The distribution of gross revenue be- 
tween operating expenses, fixed charges, 
dividends, and reinvestments yields a 
general picture of the comparative pro- 
portion of gross revenues that are ap- 
portioned for these respective purposes. 
In examining the distribution of these 
ratios, significance again has been at- 
tached to the magnitude of the ratio 
which can be designated as representa- 
tive for the respective distributions.” 





sentative ratios, see Footnote 3 of “A Study in 
Utility Financial Structures: Current Position,” 
Journal of Land & Public Utility Economics, July, 
1926. 

Additional refinements in grouping companies 
herein considered would doubtless show more vari- 
ations in the representative capital turnover periods 
than are shown by the differences which have been 
made. Electric light and power companies, for 
example, could be divided into hydro-electric and 
steam companies and could be studied separately. 
Additional differences would without question ap- 
pear with every refinement in grouping. This is 
true even to a greater extent when individual com- 
panies are taken into consideration. The group- 
ings used in these studies are thought to be suf- 
ficient to indicate the general characteristics of 
those types of public utility companies which are 
included in the study. From a study of these 
different types the general conclusion was war- 
ranted that public utilities as a group have a low 
representative capital turnover. 
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f= 1 
HistoGRram ano Facouency Curve or tHe Ratio or Open- 
ava Expenses to Gross Revenues of tHe Puesvic 
Urnity Inoustry 


Equation 
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The following investigation into the 
disposition of income of public utility 
companies will present income state- 
ments divided into the proportions of 
gross operating revenues used to pay: 
(1) operating expenses, (2) fixed 
charges, and (3) the proportion avail- 
able for capital stock and surplus.’ 


I. Representative Operating Ratio, 
Representative Ratio of Fixed Charges 
to Gross Revenues, and Representative 
Ratio of Net Income to Gross Reve- 
nues of the Public Utility Industry 





*No revenues except operating revenues have 
been included in the income statements used in 
these studies. The expenses used in calculating 
the operating ratio include all operating expenses, 
depreciation, and taxes. Net earnings are defined 
as earnings before the payment of fixed charges. 
Net income, therefore, is the proportion of gross 
operating revenues available for preferred and 
common stocks and surplus. 


“The distribution of the ratio in Chart I indi- 
cates a great many variations from this represen- 
tative condition. The point of highest concentra- 
tion of the ratio, however, appears at .72. 
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The operating ratio in public utility 
companies is one of the most important 
of these ratios, for the expenses inci- 
dent to operations consume by far the 
greatest portion of gross revenues. 
The value of this ratio for the public 
utility industry as a whole, as computed 
from frequency curves fitted to the his- 
togram of the distribution, is .72 (see 
Table I and Chart I). In other words, 
considering gas, electric light and 
power, and the electric railways to- 
gether, the representative situation is 
one in which 72% of gross revenues are 
used to defray operating expenses.‘ 

After operating expenses have been 
met, 28% of the gross revenues remain 
to meet the cost of borrowed capital 
and to be distributed between capital 
stock and surplus. The frequency curve 
fitted to the distribution of the ratio of 
fixed charges to gross revenues indi- 
cates a concentration about the value 
-13 (see Table II and Chart II). In 
other words, 13% of gross revenues 
are necessary in the representative pub- 
lic utility company to meet the cost of 
borrowed capital. 


TABLE I. OBSERVED AND GRADUATED STATISTICS OF 
RATIOS OF OPERATING EXPENSES TO GROSS 
REVENUES OF THE Pustic UTILITY 














INDUSTRY* 

Class Observed Graduated 

Interval Frequencies Frequencies 
.240—. 319 26 7:3 
- 320—. 399 50 21.5 
-4OO—.479 58 54-3 
.480—. 559 143 117.3 
. §60—.639 245 214.6 
.640—.719 339 323-7 
.720—.799 362 379-9 
. 800—.879 183 303.7 
.880—.959 86 112.1 
960—.999 13 1.5 





*The first column of this table and of all the following 
tables indicates the size of the ratio of Operating Expenses 
to Gross Revenues; the second column shows the number of 
times a particular value actually occurs; and the third column 
shows the theoretical frequencies calculated from the curve 
fitted to the histogram. The last column, however, has not 
been made directly comparable to the second column, for the 
theoretical frequencies are here given as the y ordinates. No 
correction has been made to restate them as areas. 
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The gross revenues remaining after 
deduction for operating expenses and 
for fixed charges are available for 
dividends and for additions to surplus. 
By deduction, this should equal 15% 
of the gross revenues. By calculation 
from the frequency curve fitted to the 
distribution of the ratio of net income 
to gross revenues, however, the value 
of the representative ratio was found 
to be .14° Approximately, 52% of net 
earnings are therefore available for 
dividend payments and additions to 
surplus. (Table III and Chart III.) 

The general distribution of gross 
revenues in the representative public 
utility company, considering gas, elec- 
tric light and power, and electric rail- 
way companies together, is 73% to 
cover operating expenses, 13% to cover 
cost of borrowed capital, and 14% to 
be used for dividends on capital stock 
and additions to surplus.° 





*The error in these representative ratios is 
caused by the arbitrary groupings of the ratios 
into class intervals. The total error in the three 
ratios, the operating ratio, the ratio of fixed charges 
to gross revenues, and the ratio of net income to 
gross revenues, is .or. An approximate adjust- 
ment to correct this error would fix the value of 
the three ratios respectively at .73, .13, .14, instead 
of .72, .13, and .14, the values of the modes calcu- 
lated from the frequency curves. Similar adjust- 
ments have been made in all subsequent ratios. 

*This includes both preferred and common stock. 


TABLE II. OBSERVED AND GRADUATED STATISTICS OF 
Ratios oF F1xepD CHARGES TO Gross REVENUES 
OF THE PusLic UTILity INDUSTRY 














Class Observed Graduated 

Interval Frequencies Frequencies 
.000— .039 94 go 
-040—.079 156 166 
.080—. 119 208 216 
.120—.159 265 234 
.160—.199 254 218 
.200—. 239 202 186 
.240—.279 127 143 
.280—.319 84 101 
-320—. 359 47 65 
.360—. 399 34 38 
-400— . 439 27 20 
-440—-.479 17 9 
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Ratio of Operating Expenses to 
Gross Revenues—Operating 
TE can ccvenseneseueedes 73 

Ratio of Fixed Charges to Gross 
BWUII. o oa vc be ccewsaces 13 

Ratio of Net Income to Gross 
Revenues .............05- 14 


1.007 


II. Representative Operating Ratio, 
Representative Ratio of Fixed Charges 
to Gross Revenues, and Representative 
Ratio of Net Income to Gross Revenues 
of Utility Companies of Various Sizes 


In order to determine whether or not 
these ratios varied with variations in 
the sizes of companies, the utility com- 
panies included in this study were di- 
vided into three groups as follows :* 





"The histograms of Charts I, II, and III indicate 
many variations from this distribution. This distri- 
bution is, however, representative, for the group- 
ings of the respective values of these ratios, in 
each case, show high concentration about the modes. 

* Attention is again called to the fact that no 
company whose total operating assets aggregated 
less than $5,000,000 was included in these studies. 
Consequently, any significant differences in the dis- 
tribution of income which might be expected in 
these comparatively small companies are not dis- 
covered in this study. 
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[ Chart IE 
Histocram ano Freouency Curve of tHe Ratio or Net Income To Gross 
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1. Companies having total operating assets 
which aggregated from $5,000,000 to $9,000,- 
000, inclusive. 

2. Companies whose total operating assets 
ranged between $10,000,000 and $49,000,- 
000, inclusive. 

3. Companies whose total operating assets 
exceeded $50,000,000. 


The values of the representative 
ratios for the companies having assets 
from $5,000,000 to $9,000,000 are as 
follows® (see Tables IV, V, and VI and 
Charts IV, V, and VI): 


Ratio of Operating Expenses to 
Gross Revenues—Operating 
OS rr rer Pres er -72 

Ratio of Fixed Charges to Gross 
OO ee 15 

Ratio of Net Income to Gross 
NEE 6 kk cedivurseeans 13 


1.00 


The representative earnings on cap- 
ital stock in these groups of companies 
amount, therefore, to approximately 
46% of the net earnings. The repre- 
sentative operating ratio is almost 





*These ratios have been adjusted for the error 
incident to grouping. 
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identical with the representative ratio 
for the utility industry as a whole, and 
the other two ratios of this group vary 
only slightly from those of the entire 
industry. 

For those companies having operat- 
ing assets between $10,000,000 and 
$49,000,000, the representative ratios 
were as follows (see Tables VII, VIII, 
and IX and Charts VII, VIII, and IX): 


Ratio of Operating Expenses to 
Gross Revenues—Operating 
EE tps cedcchies whee 73 

Ratio of Fixed Charges to Gross 
Revenues .............. ss 12 

Ratio of Net Income to Gross 
nee 15 


1.00 


In this group of medium-sized com- 
panies, therefore, the representative 
case is one in which the proportion of 
gross revenues available for dividends 
on capital stock and for additions to 
surplus is approximately 56% of net 
earnings. Obviously, the charges on 
borrowed capital absorb 44% of the 
net earnings. There is no significant 
variation in the representative operat- 
ing ratio. 

For the group of largest companies, 
the representative distribution of in- 


TABLE III. OBSERVED AND GRADUATED STATISTICS OF 
Ratios oF NET INCOME TO Gross REVENUES 
OF THE Pus.ic UTILITY INDUSTRY 











Class Observed Graduated 

Interval Frequencies Frequencies 
-.279 — —.200 II 4.0 
-.199 — —.120 20 19.7 
-.119 — —.040 57 77.0 
-.039 —+.039 160 208.4 
.040 — .1IQ 370 356.6 
.I20 — .199 422 383.4 
.200 — .279 282 279.3 
.280 — .359 124 154.1 
.360 — .439 67 71.4 
-440 — .519 33 30.1 
.§20 — .599 20 12.2 
600 — .679 12 4-9 
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come is as follows’® (see Tables X, 
XI, XII and Charts X, XI, XII): 
Ratio of Operating Expenses to 
Gross Revenues—Operating 
SE. sie ciananeeusaeases 77 
Ratio of Fixed Charges to Gross 
Eo cinwdnwtens vane 15 
Ratio of Net Income to Gross 
Revenues ..........ece0e. .08 


1.00 


In this group, a significant increase 
in the magnitude of the representative 
operating ratio is noticeable. It would 
seem, therefore, that in the representa- 
tive case the operating expenses absorb 
a greater proportion of gross revenues 
in the largest companies than in the 
other two groups. However, the con- 
centrations about the mode (the repre- 
sentative ratio) in this group of largest 
companies are less than in the cases of 
the other two groups. The area under 
the frequency curve to the left of the 
mode for the operating ratio, for exam- 
ple, is greater than that for the other 
two groups of companies. 

This tendency for operating ratios to 
be high in the case of the largest com- 
panies is indicated also by the simple 
arithmetic averages of the operating 
ratios. For the three respective groups 
of companies, the arithmetic averages 
of these ratios show a distribution of 
income as follows: 














I II Ill 
$s5- $10- ~ Over 
$9,000,000 |$49,000,000]$ 50,000,000 

Operating Ratios. . .68 .67 .69 
Ratios of Fixed 
Charges to Gross 

Revenues. ..... 17 me .19 
Ratios of Net In- 
come to Gross 

Revenues. ..... 15 .16 12 

1.00 1.00 1.00 














One important difference, however, 
is emphasized by these comparative 
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averages. The net earnings of the 


largest companies are divided approx- 


imately 39% for capital stock dividends 
and additions to surplus, and 61% for 
fixed charges. In the smallest and in 
the medium-sized companies, the net 
earnings are divided 47% and 53%, 
and 48% and 52%, respectively, for 





The errors involved in these three ratios are 
greater than in any other distribution. They are, 
therefore, only approximations of the true repre- 
sentative values. 


TasBLe IV. OBSERVED AND GRADUATED STATISTICS OF 
Ratios OF OPERATING EXPENSES TO GROSS 
REVENUES OF COMPANIES HAVING ASSETS 
FROM $5,000,000 TO $9,000,000 














INCLUSIVE 

Class Observed Graduated 
Intervals Frequencies Frequencies 
.24—.319 4 1.5 
-32—.399 12 4-4 
-40—.479 10 11.7 
-48—. 559 39 27.9 
-56—.639 68 $7.1 
.64—.719 110 94.2 
.72—.799 145 114.3 
.80—.879 $2 86.8 
.88—.959 25 30.6 
. 96—.999 3 2.5 
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fixed charges and for earnings on cap- 
ital stock and additions to surplus. The 
conclusions drawn for the representa- 
tive cases are, therefore, substantiated 
by these averages. That is, those com- 
panies whose operating assets exceed 
$50,000,000 are either financed on nar- 
rower equity than are the smaller com- 
panies, or the cost of their borrowed 
capital is greater.” 


III. Representative Operating Ratio, 
Representative Ratio of Fixed Charges 
to Gross Revenues, and Representative 
Ratio of Net Income to Gross Revenues 
of Gas and Electric and Electric Rail- 


way Companies 


In order to determine whether or not 
there are any significant differences in 
the representative distributions of reve- 
nues for the various kinds of utilities, 
the 200 companies included in this 
study were divided as follows :” 

1. Gas and Electric Light and Power 
Companies. 

2. Electric Railway Companies. 





"This will be discussed again in a later article, 
“The Distribution of Equities.” It is important to 
note here that a greater proportion of net earnings 
go to meet fixed charges in this group than in the 
other two groups of companies. 


The representative operating ratio 
of electric light and power companies, 
as calculated from the frequency curve 
fitted to the histogram of the distri- 
bution, is .73 (see Table XIII and 
Chart XIII). The representative ratio 
for this group, therefore, is substan- 
tially the same as the ratio determined 
for all companies considered together. 
There are, of course, differences be- 
tween the frequency curves fitted to the 
distribution of Chart I and Chart XIII. 
It is the purpose of this study, how- 
ever, to determine only the representa- 
tive values of these various ratios.” 

The representative value of the ratio 
of fixed charges to gross revenues for 
this group of companies as determined 





Gas and electric light and power companies 
were not separated, because it is so often impos- 
sible to segregate these two services in cases where 
they are sold by the same company. The distribu- 
tion for twenty-five holding companies is not 
shown. There is no concentration about any par- 
ticular value in the case of the holding companies. 
It is impossible, therefore, to present typical ratios 
for companies of this type. 

* These representative ratios are more significant 
than the ordinary averages because they represent 
more actual cases than do the arithmetic averages 
of the ratios. Furthermore, there are more obser- 
vations immediately adjoining the values of these 
ratios than are found grouped about their arith- 
metic averages. 


TABLE V. OBSERVED AND GRADUATED STATISTICS OF 
Ratios OF FIXED CHARGES TO Gross REVENUES 
OF COMPANIES HAVING ASSETS FROM 
$5,000,000 TO $9,000,000 








INCLUSIVE 

Class Observed Graduated 
Interval Frequencies Frequencies 
.0O—.039 34 23.8 
.04—.079 38 49-7 
.08—. 119 46 70.6 
.12—.159 89 78.0 
.16—.199 79 72.0 
.20—.239 68 57-7 
.24—.279 40 44-3 
.28—. 319 30 ~~ 
-32—.359 12 15. 
.36—. 399 9 8.7 
-40—. 439 5 4.0 
-44—-479 8 2.1 
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Taste VI. OBSERVED AND GRADUATED STATISTICS OF 
Ratios oF NET INcoME TO Gross REVENUES 
OF COMPANIES HAVING ASSETS FROM 
$5,000,000 TO $9,000,000 











INCLUSIVE 

Class Observed Graduated 

Interval Frequencies Frequencies 
-.279 — —.200 6 2.7 
-.199 — —.120 6 13.7 
-.119 — —.040 24 43-4 
-.039 — +.039 49 87.1 
.040 — .119 125 113.0 
.120 — .199 130 100.5 
.200 — .279 73 67.0 
.280 — .359 33 35-9 
.360 — .439 21 16.7 
440 — .519 14 7.0 
.520 — .599 9 2.8 
.600 — .679 2 1.6 











from the frequency curve is .12 (see 
Table XIV and Chart XIV). 

Operating expenses and fixed charges 
in the representative instances of this 
group of companies consume, therefore, 
about 85% of the gross revenues. The 
representative value of the ratio of net 
income to gross revenues is .18 (see 
Table XV and Chart XV). As calcu- 
lated from these curves, therefore, the 
earnings for capital stock and additions 
to surplus for this group of companies 
are 60% of the net earnings. 

When the ratios for this group of 
companies have been adjusted for the 


[feo vi 
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Chart VIE _— 
HisToGRAM AND Frequency Curve of THe Ra’ 
avinc Expenses To Gross Revenues OF 
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errors incident to the grouping of the 
original observations into class inter- 
vals, they yield the following distri- 
bution of income: 


Ratio of Operating Expenses to 
Gross Revenues—Operating 
WR venice boutinnsuaeees 71 

Ratio of Fixed Charges to Gross 
WI on co secnsedeedss 12 

Ratio of Net Income to Gross 
eee ere 17 


1.00 


TABLE VII. OBSERVED AND GRADUATED STATISTICS OF 
Ratios OF OPERATING ExpENses TO Gross 
REVENUES OF COMPANIES HAVING 
ASSETS FROM $10,000,000 TO 
$49,000,000 INCLUSIVE 








Class Observed Graduated 
Interval Frequencies Frequencies 
-24—.319 16 6.5 
-32—. 399 22 17.0 
.40—.479 26 39-5 
.48—.559 76 80.0 
.56—.639 143 134.1 
.64—.719 173 175.2 
-72—.799 167 164.7 
; i 879 2 99.2 
-88—.959 3 33-4 
.96—.999 6 4-7 
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These companies show, therefore, a 
greater proportion of net earnings 
available for capital stock and additions 
to surplus than is the case when all 
companies are considered together. 

The representative distribution of in- 
come in the case of electric railway com- 
panies shows a significant variation 
from the distributions thus far pre- 
sented (see Tables XVI, XVII, and 
XVIII and Charts XVI, XVII, and 
XVIII). The apportionment of the 
gross revenues of these companies is as 
follows: 

Ratio of Operating Expenses to 
Gross Revenues—Operating 
RN i eke ihn ie aac 78 

Ratio of Fixed Charges to Gross 
EE cs pie aabananien 17 

Ratio of Net Income to Gross 
PUN ove vcacncesxees'’s 05 


1.00 


In the representative electric railway 
company, therefore, the earnings avail- 
able for capital stock and additions to 
surplus are approximately 23% of the 
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net earnings, as compared with 60% 
of the net earnings in the similar case 
of the gas and electric light and power 
companies. Both the operating ratio 
and ratio of fixed charges to gross rey. 
enues are significantly higher. The cost 
of borrowed capital in the representa- 
tive electric railway company absorbs 
77% of the net earnings. 


IV. Representative Operating Ratio, 
Representative Ratio of Fixed Charges 
to Gross Revenues, and Representative 
Ratio of Net Income to Gross Revenues 
of Utility Companies According to 
Geographical Locations 


For the purpose of comparing the 
representative ratios of companies lo- 
cated in the various parts of the United 
States, the companies included in this 
study were divided into the following 
groups: western, southern, middle 
western, and eastern.’* The distribu- 
tions for the different geographical 
areas are shown in the table at the top 
of the opposite page. 





“The representative ratios for this class of com- 
panies were not calculated from fitted frequency 
curves. Consequently, these ratios are not directly 
comparable with the representative ratios of the 


TaBLeE VIII. OBSERVED AND GRADUATED STATISTICS OF 
RATIOS OF F1xED CHARGES TO Gross REVENUES 
OF COMPANIES HAVING ASSETS FROM 
$10,000,000 TO $49,000,000 








INCLUSIVE 

Class Observed Graduated 
Interval Frequencies Frequencies 
.0O— .039 50 16.2 
.04—.079 gI 79.1 
.08—. 119 114 116.5 
.12—.159 123 127.4 
.16—.199 125 119.3 
.20—. 239 96 100.7 
.24—.279 73 78.0 
.28—.319 40 56.1 
-32—.359 22 37.2 
-36—.399 17 22.8 
.40—. 439 18 12.6 
44—-479 7 6.2 
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West- | South- |Middle- 


ern ern | western| Eastern 








Ratio of Operating 
Expenses to 
Gross Revenues} 
—Operating 
Ratio......6.5:0.:. 66 .63 7 79 

Ratio of Fixed 
Charges to 
Gross Revenues} .14 aL 

Ratio of Net In- 
come to Gross 
Revenues...... 


17 16 


-20 .21 10 -14 














1.00 -99 | 1.00 | 1.00 








The significant differences noticeable 
in the representative distributions of 
these four geographical divisions are: 
(1) The operating ratio of the com- 
panies located in the middle west shows 
the highest proportion of gross rev- 
enues for operating expenses, while that 
of the southern companies shows the 
lowest proportion used for these ex- 
penses; (2) The middle western com- 
panies also show the highest proportion 
of gross revenues used to pay the cost 
of borrowed capital; (3) The south- 
ern companies show the largest propor- 
tion of net earnings available for divi- 
dends on capital stock. 

An examination of these representa- 
tive distributions also shows how 
comparatively small variations in the 
operating ratio may cause large and 
significant variations in the ratio of net 
income to gross revenues. It is evident, 





(Footnote 14 continued from page 196) 

groups presented above. They show, however, 
close approximations of the distribution of the par- 
ticular groups to which they apply. The ratios in 
this and the following division of the utility com- 
panies were approximated from the histogram by 
Pearson’s approximation formula for the mode. It 
is noticeable that the sum of the three ratios thus 
calculated in every case diverged more from 1.00 
than the sum of the same ratios calculated from the 
fitted frequency curve. This is due, no doubt, to 
the fact that the approximation formula for calcu- 
lating the mode introduced errors additional to 
those involved in the arrangement of the original 
ratios into class intervals. 


[fener 1x 
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too, that the eastern companies ap- 
proach, more closely than the other 
groups, the proposed financial plan ac- 
cording to which not over 50% of net 
earnings should be used to meet the 
cost of borrowed capital. In the east- 
ern companies, approximately 53% of 
net earnings are used for fixed charges. 
In the cases of the western and south- 
ern companies, on the other hand, 
approximately 41% of the net earnings 
are used to pay the fixed charges. These 
variations, however, do not necessarily 


TABLE IX. OBSERVED AND GRADUATED STATISTICS OF 
Ratios OF NET INCOME TO Gross REVENUES 
oF CoMPANIES HAVING ASSETS FROM 
$10,000,000 TO $49,000,000 








INCLUSIVE 

Class Observed Graduated 

Interval Frequencies Frequencies 
-.279 — —.200 4 1.1 
—.199 — —.120 12 4-9 
-.119 — —.040 a1 20.7 
—.039 —+.039 77 69.4 
.040 — «119 185 155.4 
.120 — .199 215 208.0 
.200 — .279 169 169.6 
280 — .359 65 95.1 
-360 — .439 35 42.4 
-449— .519 13 16.9 
..§20 — .599 7 6.5 
.600 — .679 7 2.5 
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hart X 
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Expenses To Gross Ri 's Havinc Assets 
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constitute an indictment against any 
particular group of companies. There 
is no reason why a plan which would 
allow only 50% of the net earnings for 
the payment of interest and long-term 
debt should be considered absolutely 
fixed and rigid. An equity much thin- 
ner than this might be sufficiently safe 
in the case of a public utility company 
which has established itself successfully 


TABLE X. OBSERVED AND GRADUATED STATISTICS OF 
RATIOS OF OPERATING EXPENSES TO Gross 
REVENUES OF COMPANIES HAVING ASSETS 
EXCEEDING $50,000,000 














Class Observed Graduated 

Interval Frequencies Frequencies 
.240—. 319 12 14.6 
.320—. 399 16 23.1 
-400—.479 22 31.7 
-480—.559 28 39-5 
. §60—.639 34 45.4 
.640—.719 56 47.6 
-720—.799 50 44-3 
. 800—.879 39 30.1 
-880—.959 25 9-4 
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TABLE XI. OBSERVED AND GRADUATED STATISTICS OF 
RaTios OF FIXED CHARGES TO Gross REVENUES 
OF Companies HAVING ASSETS 
EXCEEDING $50,000,000 








Class Observed Graduated 
Interval Frequencies Frequencies 
.0O— .039 10 9.5 
.04——.079 27 28.2 
.o8—. 119 48 45.7 
.12—.159 53 51.9 
.16—.199 50 47.0 
.20—.239 38 36.5 
.24—.279 14 25.2 
.28—.319 14 15.9 
-32—.359 13 9.4 
.36—. 399 8 5.2 
-40—.439 4 2.8 
-44—--479 2 1.4 











as a going concern. It is well known, 
as a matter of fact, that the utility in- 
dustry is a relatively stable one. The 
problem of whether or not a significant 
increase in the industrial load will 
change the characteristics of the in- 
dustry is, of course, another question. 
Again, economic differences, not further 
inquired into here, may fully explain 
the indicated differences between these 
four geographical divisions. 


V. Representative Operating Ratio, 
Representative Ratio of Fixed Charges 
to Gross Revenues, and Representative 
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Ratio of Net Income to Gross Revenues 
of the Public Utility Industry for the 
Years 1917, 1919, 1921, and 1924 


The representative income statements 
for all of the companies included in this 
study for the type years 1917, 1919, 
1921, and 1924 show marked vari- 
ations. The representative ratios for 
these years are summarized as follows: 





1917 | I919 | 1921 | 1924 





Ratio of Operating Ex- 
penses to Gross Rev- 
enues—Operating 


RHO c5:0 6c cecssin ss .65 |} .70] .74] .68 
Ratio of Fixed Charges 

to Gross Revenues..} .17 | .18 | .14] .14 
Ratio of Net Income to 

Gross Revenues....| .18 12] .12] .18 

















1.00 | I.00 | 1.00 | 1.00 





From this summary of ratios it is 
evident that the years 1917 and 1924 
show net income ratios which are ma- 
terially higher than those for the years 
1919 and 1921. The only indication 
of a regular trend is in the seemingly 
persistent tendency for a decrease in 
the ratio of fixed charges to gross reve- 
nues. It shows a decrease of approx- 
imately 21% in 1921 and 1924 over 
1917. The greatest decrease in the 


TasBLe XII. OBSERVED AND GRADUATED STATISTICS OF 
Ratios oF Net INCOME TO Gross REVENUES 
oF ComMpPANIES HAVING ASSETS 
EXCEEDING $50,000,000 








Class Observed Graduated 

Intervals Frequencies Frequencies 
-.279 — -.200 2 2 
-.199 — —.120 8 3.0 
-.1I9 — —.040 17 18.5 
—.039 —+.039 58 46.6 
.040 — .II9 64 64.1 
.120 — .199 63 58.2 
.200 — .279 26 40.0 
-280 — .359 25 23.0 
-360 — .439 I 11.8 
-449 — .519 5 5.6 
-§20 — .599 5 2.6 
-600 — .679 y. 1.1 
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ratio of net income to gross revenues 
was caused by the increase of the oper- 
ating ratio during the years 1919 and 
1921. This ratio increased approxi- 
mately 8% in 1919 over 1917, and 
14% in 1921 over 1917. In 1924, it 
again decreased so that it stood only 
5% higher than in 1917. 

Significant variations do take place, 
therefore, in the distribution of income 
over a'period of years. It is important 
to notice, too, that the chief cause for 
variations in the net income to gross 
revenues ratio can be traced to vari- 
ations in the operating ratio. It is 
particularly in the fluctuations of oper- 
ating expenses that public utility com- 
panies are affected by changing condi- 
tions. The regulation of rates, which 
prohibits a delicate adjustment of prices 
of utility services to market conditions, 
causes the chief fluctuations in gross 
revenues to arise from changes in the 
consumption of service on the part of 
the public utility customers, rather than 
from a combination of changes in con- 
sumption and in price. The operating 
expenses, however, not being rigorously 
regulated, are subject to variations 
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caused by changes in wages, prices of 
materials, cost of fuel, and other items 
which enter in the operation of a public 
utility company. It is true, of course, 
that the reductions in net income which 
are caused by this condition in adverse 
years are offset by the increase in net 
income in favorable years. The com- 
parative constancy, therefore, which re- 
sults from the regulation of rates has 


TABLE XIII. OBSERVED AND GRADUATED STATISTICS OF 
RATIOS OF OPERATING EXPENSES TO Gross REVE- 
NUES OF GAS AND ELECTRIC COMPANIES 








Class Observed Graduated 

Interval Frequencies Frequencies 
-240—. 319 22 12.8 
-320—. 399 37 31.9 
a 47 By 2 
“4 +559 9 30.4 
. §60—.639 193 196.8 
.640—.719 240 229.1 
-720—.799 228 188.6 
.800—.879 66 93.8 
-880—.959 42 20.0 
-999 5 2.2 
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Taste XIV. OsserveD AND GRADUATED STATISTICS OF 
Ratios oF Fixep CHARGES TO Gross REVENUES 
OF GAS AND ELECTRIC COMPANIES 








Class Observed Graduated 
Interval Frequencies Frequencies 
.0O— .039 86 97-3 
-04——.079 99 152.7 
.o8—. 119 150 170.0 
.12—.159 186 157.2 
.16—.199 149 127.0 
.20—.239 122 94-7 
.24—.279 70 61.6 
. 28—. 319 33 37.6 
-32—.359 2 21.2 
.36—. 399 21 10.9 
.40—. 439 10 5.4 
.44——--479 6 2.2 











a tendency to cause large variations in 
net income because operating expenses, 
however closely supervised, cannot be 
similarly regulated. 


Conclusions 


The representative distribution of in- 
come of public utility companies shows 
that about 72% of gross revenues are 
used to pay operating expenses, and 
that net earnings are divided so that 
50% are used to pay interest on debt 
and 50% are available for earnings on 
capital stock. This agrees, in general, 
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TABLE XV. OBSERVED AND GRADUATED STATISTICS OF 
Ratios oF NET INcoME To Gross REVENUES 
oF GAs AND ELECTRIC COMPANIES 











Class Observed Graduated 

Interval Frequencies Frequencies 
-.279 — —.200 4 1.7 
-.199 — —.120 5.3 
-.1Ig — —.040 18 18.3 
-.039 —-+.039 55 63.9 
.040 — .1I9 185 183.9 
.120 — .199 322 310.7 
.200 — .279 234 248.7 
.280 — .359 102 III.1 
.360 — .439 $2 38.3 
440 — .519 18 12.7 
520 — .599 6 4-4 
.600 — .679 4 1.7 








with the financial plan which has 
been advanced, namely, that the fixed 
charges of long-term debt should not 
consume more than one-half of net earn- 
ings. Electric railway companies, how- 
ever, in the representative case, use a 
much higher proportion for payments 
of fixed charges. Only about 5% of gross 
revenues, or about 23% of net earnings, 
remain after operating expenses and 
interest charges have been paid. 

When the companies in this study are 
divided according to size, the represen- 
tative distribution of income of the 
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group of companies whose operating 
assets aggregate at least $50,000,000 
indicates a greater proportionate pay- 
ment for fixed charges than is true of 
the other two groups. There is, how- 
ever, less concentration in the distri- 
butions of this group of companies than 
in the cases of the other two groups. 
The averages of these ratios indicate 
the same situation, although the aver- 
age operating ratio is considerably 
lower than the representative operating 
ratio for this group of companies. 


TABLE XVI. OBSERVED AND GRADUATED STATISTICS OF 
RATIOS OF OPERATING EXPENSES TO Gross REV- 
ENUES OF ELECTRIC RAILWAY COMPANIES 











Class Observed Graduated 
Interval Frequencies Frequencies 
-40—.479 8 2.4 
.48—. 559 1§ 7.8 
. 56—.639 36 23.1 
.64—.719 81 58.4 
-72—.799 112 108.5 
.80—.879 II 125.3 
.88—.959 $2 74.0 

96—.999 8 19.9 
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f Chart XVII 
Histocram and Frequency Curve of tHe Ratio or Fixeo CHarces to Gross 
Revenues of Evectric Raicway Companies 
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The approximated distributions of 
income for the four geographical divi- 
sions of the United States indicate a 
higher operating ratio in the case of the 
middle western companies than in any 
of the other geographical groupings. 
They also indicate a smaller proportion- 
ate amount of gross revenues available 
for earnings on capital stock. It must 
be remembered in this connection, how- 
ever, that these companies may be fi- 
nanced on thinner equity, and that the 
actual earnings per share of capital 
stock are not shown by these ratios. 
TABLE XVII. OBSERVED AND GRADUATED STATISTICS 


OF RATIOS OF FIxeD CHARGES TO GrROss 
REVENUES OF ELEcTRIC RAILWAY 








CoMPANIES 

Class Observed Graduated 
Interval Frequencies Frequencies 
.00O—.039 5 3-6 
.04——-.079 4! 18.9 
.08—.119 43 45.7 
.12—.159 63 70.1 
.16—.199 87 79.2 
.20—.239 64 71.5 
.24—.279 46 53-9 
.28—. 319 35 35-1 
-32—.359 9 0.5 
.36—.399 5 10.2 
-40—.439 6 4-7 
-44—-479 3 1.9 








TaBLe XVIII. OBSERVED AND GRADUATED STATISTICS 
OF RATIOos OF NET INCOME TO Gross REVENUES 
OF ELECTRIC RAILWAY COMPANIES 











Class Observed Graduated 
Interval Frequencies Frequencies 
—.279 — —.200 7 4.1 
-.199 — —-.120 17 17.7 
-.119 — —.040 39 60.5 
-.039 —-+.039 94 122.8 
.040 — .1I9 150 111.9 
.120 — .199 62 54.3 
200 — .279 23 18.8 
-280 — .359 4 5-9 
.360 — .439 I 1.9 
-440 — .519 ; 5 66 
-520 — .599 or 25 
.600 — .679 12 











Obviously marked variations in the 
distribution of income take place over a 
period of years. There seems, however, 
to be a fairly well defined tendency to- 
wards a reduction in that portion of 
gross revenues used to pay interest 
charges. The large variations which 
take place in the ratio of net income 
to gross revenues are due primarily to 
fluctuations in the operating ratio. 

In general, it can be said that the 
financial plan of having fixed charges 
equal approximately one-half of net 
earnings, leaving the other half avail- 
able for earnings on capital stock, 
seems to be well founded in fact. 
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DEVELOPMENT AND PRESENT SCOPE 
OF LAND ECONOMICS’ 


By GEORGE S. WEHRWEIN 


instruction and as a field for 

research can be traced to the 
work of Dr. Ely on the distribution of 
wealth. A course in this subject was 
given at the University of Wisconsin in 
1910, which treated the distribution of 
wealth among individuals as it is influ- 
enced by the fundamental institutions of 
property, contract, inheritance, vested 
rights and personal conditions, and by 
the fundamental forces of custom, com- 
petition, monopoly, public authority, 
and benevolence. Property in land soon 
received special attention in the course. 
This part of the work was separately 
offered in 1911 under the title, ““Landed 
Property and the Rent of Land,” and 
was repeated practically every year 
thereafter until 1919. At that time the 
name of the course was changed to 
“Land Economics,” in conformity with 
the name applied to a new division in 
the Bureau of Agricultural Economics 
of the United States Department of 
Agriculture. 

The more practical and applied prob- 
lems of land tenure, settlement, large 
landholdings, and the like were treated 
in seminars held jointly with the staff 
working in Agricultural Economics, 
while the theory of rent was often given 
special consideration at the historic 
Round Table in Economic Theory 


[pie economics as a subject of 





*EpiToriaL Nore: At the meeting of the American 
Economic Association at St. Louis last December, 
sixteen men gathered informally for the purpose of 
discussing the field and scope of land economics, 
particularly from the standpoint of instruction. It 
was the sense of the meeting that an article tracing 


which met at Dr. Ely’s home. The 
original course in the “Distribution of 
Wealth” has been continued under vari- 
ous names, but is now generally called 
“Economic Institutions,” or ‘Funda- 
mental Institutions.” 

The idea of research in this subject 
developed and expanded as the field of 
instruction became broader. The paper 
on “Landed Property as an Economic 
Concept and as a Field for Research,” 
which Dr. Ely read before the Amer- 
ican Economic Association in 1916, re- 
veals the scope of research in this 
sphere of economics.” In 1920 the In- 
stitute for Research in Land Economics 
and Public Utilities was organized to 
do active work in the two fields men- 
tioned in its title. Further specializa- 
tion in courses took place. “Urban 
Land” was offered in 1922, and in 1924 
courses in real estate were started. 
Other courses offered at the University 
of Wisconsin were “The Evolution of 
Land Systems,” “Land Policies,” and 
the “History of Federal Land Poli- 
cies.” 

After the Institute moved its head- 
quarters from Madison to Chicago, ad- 
vanced courses and seminars in “Urban 
Land Economics” were offered in 
Northwestern University, and the real 
estate courses were increased and ex- 
panded. At the present time this uni- 





the development of land economics as a field of 
instruction and of research under the direction of 
Dr. Ely would be very valuable. This is the raison 
d’étre of this survey. 


2 The American Economic Review, March, 1917. 
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versity lists the following courses. The 
figures indicate semester hours. 


Group I 


Elements of Land Economics (3) 
Real Estate Practice (2) 

Real Estate Fundamentals (2) 
Urban Land Economics (2) 


Group II 


Real Estate Valuation (2) 
Property Management (2) 
Fundamental Institutions (2) 
Real Estate Finance (2) 
Land Planning (2) 


Grovr III 


Principles of Land Economics (3) 

National Land Policies (3) 

Land Income (3) 

Urban Land Problems 

Economics of Agriculture (3) 

Economics of Mineral and Power Re- 
sources (Summer School, 1926) (3) 

Seminar in Urban Land (3) 

Seminar in Land Problems (3) 

Round Table in Economic Theory (3) 


Since 1919 the basic course in ‘Land 
Economics” has undergone considerable 
change and development. The course 
as then given centered around the idea 
of property in land. This was natural, 
since it was an outgrowth of the course 
dealing with the fundamental institu- 
tions. Much attention was given to the 
various kinds of land but particularly 
to agricultural land, the characteristics 
and description of various natural re- 
sources, and property relationships. 
Land income, valuation, taxation, ten- 
ure, and ownership were generally 
treated in another semester or in grad- 
uate seminars, but gradually were given 
greater prominence in the basic course. 

At Northwestern University, two 
general courses are given, the “Ele- 
ments of Land Economics” to under- 
graduates and the ‘Principles of Land 


Economics” to graduates. In the for. 
mer course an inventory is made of the 
land resources of the world; their char. 
acteristics and the economics of their 
utilization are discussed. Property, so- 
cial control, and the conservation of 
natural resources are given a prominent 
place. The following topics are treated: 


1. Land Economics Defined and Described 

. Property in Land 

. Classification and Characteristics of 
Land 

. Utilization of the Earth’s Surface 

. Agricultural Land; Humid, Arid, and 
the Tropics 

. Forest and Cut-over Land 

. Water Resources 

. Recreation Land 

9. Mineral and Power Resources 

10. Urban Land 

11. Problem of a Food Supply 

12. Conservation of Natural Resources. 

13. Ownership and Tenure 

14. Social Control over Land 

15. Rent; Valuation; Speculation in Land 

16. Land Credit 

17. Policies of Utilization—Settlement and 

Colonization 


WN 


on; oO Un & 


“The Principles of Land Economics” 


The advanced course emphasizes the 
economic principles underlying the utili- 
zation of land. A logical order has 
been aimed at in presenting the various 
topics. After defining land economics 
and showing the importance of prop- 
erty relationships, land classification is 
discussed, and the principal types of 
land are briefly described and their 
characteristics noted. Whereas this 
part is the main body of the under- 
graduate course, it is treated as intro- 
ductory material in the advanced course. 
The economic characteristics of land 
are discussed thoroughly, with especial 
notice of how these are like or unlike 
the characteristics of capital. The spa- 
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tial element of land with its corollary, 
location or situs, is given separate 
treatment. Since population and land 
resources are the two blades of the 
shears in the general problem of land 
scarcity, they are considered next, fol- 
lowed by a discussion of the economic 
principles which underlie private utili- 
zation and conservation of natural re- 
sources. These principles must be un- 
derstood before the theory of rent or 
land income can be mastered. From 
there we proceed to land valuation, giv- 
ing due attention to the land market, 
amenity values, and speculation. At this 
point the control exercised by society 
through the police power and eminent 
domain is introduced, and the practical 
effects of zoning, planning, and regu- 
lation are noted. The discussion of the 
taxation of land follows, since taxation 
may be used as a means of social con- 
trol and since it affects the value and 
the utilization of land. Property and 
social control open up the question of 
ownership; and because tenancy is a 
phase of ownership, it is given partic- 
ular emphasis. Land credit is next con- 
sidered, with special reference to the 
kind of credit necessary for financing 
land utilization and to the function of 
credit in promoting land ownership. 
The course closes with a brief discussion 
of land settlement, the expansion of 
the agricultural area, land policies and 
problems. However, the extended dis- 
cussion of the last topic is reserved for 
the course in “Land Policies” which 
follows the “Principles of Land Econ- 
omics.”” 


“Urban Land Economics” 


It will be noted that the ‘Principles 
of Land Economics” might appropri- 
ately be termed the “political economy” 
of land or natural resources, because 


it emphasizes the public point of view 
and public policies. Only one chapter, 
the one dealing with the economic prin- 
ciples underlying private utilization of 
land, approaches the problem from the 
standpoint of the individual utilizer. 
In contrast with this form of approach, 
the course in “Urban Land Economics” 
has evolved from the private point of 
view. The material included is in an- 
swer to the question: What rules or 
principles should be followed in util- 
izing a particular piece of urban land— 
say a given business site, commercial 
property, or residential property? The 
utilizer is interested in land income as 
it affects his profits in utilizing a site 
and not so much as it is concerned with 
a theory of the distribution of wealth. 
The value of land has a practical bear- 
ing for him. As he tries to utilize it, 
he finds himself constrained by various 
forms of social control; thus, zoning, 
height limitation, excess condemnation, 
et cetera, come into the scene. A con- 
sideration of the possible trends in 
values and uses leads him to study city 
growth and structure and the changes 
that may be expected. 

However, the public aspects of these 
problems are not entirely neglected, for 
the course also deals with public and 
private ownership of land, tenancy, and 
taxation. A discussion of the develop- 
ment of the urban economy, the classi- 
fication, and the characteristics of urban 
land introduces this study. 

No matter which approach is used, 
the. same subject-matter will be covered 
when the work is completed. Never- 
theless, the emphasis is different. To 
those who are acquainted with the two 
approaches to the economics of agri- 
culture, namely, farm management and 
agricultural economics, this will have a 
familiar ring. The course as given in 
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Northwestern University this year fol- 
lows the following plan: 


_ 


Part I 


THE DEVELOPMENT OF THE URBAN 
ECONOMY 


. The Causes of Urbanization 


2. The Economic Basis of the Urban Econ- 


Hn 


oOo con! 


10, 


II, 
12. 


13. 
14. 


omy 


. The Extent and Character of Urbaniza- 


tion 


. The Location of Cities 
. The Structure of Cities 
. The Future of Cities 


Part II 
URBAN LAND UTILIZATION 


. The Classification of Urban Land 
. How Cities Use Their Land 
. The Nature and Characteristics of Urban 


Land 

Some Factors Conditioning Urban Land 
Utilization 

Economy in Urban Land Utilization 

Production Costs in Urban Land Utili- 
zation 

The Competition of Uses 

The Ratio of Improvement Value to 
Land Value 


. Maintaining the Investment. 
16. Public Economy in Land Utilization 


17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 


25. 
26. 


27. 
28. 


29. 
30. 


31. 


32. 
33- 


34- 
35. 


Part III 


PUBLIC CONTROL OF URBAN LAND 
UTILIZATION 


The Social Theory of Property 

Forces and Methods of Public Control 
Urban Land Planning 

Urban Land Zoning 

Building Height Limitation 

Rent Regulation 

Urban Land Taxation 

Discriminatory Urban Land Taxation 


Part IV 
URBAN LAND TENURE AND TENANCY 


Urban Land Ownership 

Tenancy and Home Ownership in the 
United States 

The Problem of Urban Housing 

Urban Land Credit 


Part V 
URBAN LAND VALUES AND VALUATION 


The Nature of Urban Land Income 

The Measurement of Urban Land In- 
come 

Earned and Unearned Elements in Urban 
Land Income 

From Land Income to Land Value 

General Factors Affecting the Value of 
Urban Land 

Elements of Value in Particular Sites 


Urban Land Valuation 
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DEPARTMENTS 


The departments of the JouRNAL are edited specifically with regard to 

their interest to the readers who are especially concerned with the economic 

problems of land and public utilities. For the most part the material for 

the departments will be prepared by members of the staff of the Institute 
for Research in Land Economics and Public Utilities. 


BOOK REVIEWS 


This department contains critical reviews and brief notices of new 
books of interest to the readers of the JOURNAL. 


Water E. Lacerquist, “Public Utility 
DE is iecisiccineiaes Paul L. Morrison 208 


Warren G. Balvey and D. E. Know es, “‘Ac- 

counting Procedures for Public Utilities”. . Ernest C. Davies 209 
Freperick A. BuEcHEL, “The Commerce of 
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SUMMARIES OF RESEARCH 


In this department are given brief accounts of investigations in prog- 

ress and statements of tentative conclusions reached in the course of 

work by the staff of the Institute and others associated with the 
Institute’s work. 


Public Utility Financing During the Year 1926. . Marion C. Richter 217 
Cost of Steam Railway Capital, 1925-1926...... Herbert B. Dorau 219 


COMMENTS ON LEGISLATION AND COURT DECISIONS 


Here the readers of the JoURNAL will find a miscellany of summaries 

and interpretations of recent legislation, court decisions, and docu- 

ments that have economic significance in land and public utility 
problems. 


Valuation by the Interstate Commerce Com- , ” 
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BOOK REVIEWS 


Lagerquist, Walter E. Pusiic Umiuity 
Finance. Chicago: A. W. Shaw Com- 
pany, 1927. pp. xix, 664. $7.50. 


Public Utility Finance, edited by Dr. 
W. E. Lagerquist, is the first volume to 
appear in the announced series of 
Materials for the Study of Public Util- 
ities published for the Institute for 
Research in Land Economics and Public 
Utilities under the general editorship 
of Richard T. Ely and Herbert B. 
Dorau. The foreword announces that 
a complete series has been planned, in- 
cluding volumes on public utility eco- 
nomics, regulation, finance, labor, ac- 
counting, operation and management, 
and rate-making. 

The purpose of the material in this 
volume, as stated by Dr. Lagerquist, is 


“to study the character of the facts 
which must be examined and the meth- 
ods which must be used in making a 
financial analysis of a public utility.” 
The approach is similar to that used 
in corporation finance except that no 
reference is made to financial involve- 


ments. ‘Such an examination of the 
finances of public utilities includes not 
only the subject of internal finances of 
public utilities, but that of organiza- 
tion, engineering, accounting, law, and 
financial markets.” 

The subject-matter consists of about 
a hundred articles, extracts, and cita- 
tions. They have been culled primarily 
from technical periodicals and trade 
association publications of the last 15 
years, although there are a few ex- 
tracts from textbooks. Seven sections 
were taken from Lagerquist’s ‘“In- 
vestment Analysis” to supply gaps, par- 
ticularly in the subjects of capitaliza- 
tion and the statistical tests used in the 


analysis of public utilities. Where, in 
the opinion of the editor, suitable ma- 
terial was not available and where in- 
troductory or “continuity” remarks 
were needed, they have been supplied 
by the editor, twenty-one such articles 
appearing, principally in the first third 
of the volume. Practically the entire 
chapter on working capital is the prod- 
uct of Dr. Lagerquist. Editorial com- 
ments have been confined to subjects 
rather than to specific articles. Since 
“in controversial matters an effort has 
been made to include each side of the 
controversy,” the editor’s opinion does 
not find expression on controversial 
questions. 

The twenty-six chapters can be 
roughly grouped into six divisions: (1) 
organization, (2) securities and their 
market, capitalization, and regulation, 
(3) investigation, (4) centralization 
and diversity, (5) operation, including 
expenses, costs, depreciation, surplus 
and reserves, and (6) barometrics, 
budgets, and taxation. 

It is manifestly impossible in a vol- 
ume of this character to cover exhaus- 
tively such technical topics as regula- 
tion, centralization of power supply, 
diversity, depreciation, and taxation. 
The purpose has been rather to intro- 
duce the reader to these subjects so that 
he will recognize the existence of prob- 
lems which need further study. That 
purpose has been accomplished. It is 
barely possible, however, that special- 
ists in these particular fields may sug- 
gest that some of these articles have 
been superseded in the rapid develop- 
ment of the industry. 

Despite the fact that the book is a 
collection of a large number of distinct 
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articles, continuity has been maintained 
very well. A reviewer might suggest 
certain changes in arrangement of the 
material, depending upon his particular 
inclinations, but there is nothing suff- 
ciently out of place or so difficult to 
find that specific mention is warranted. 

Although Dr. Lagerquist’s compila- 
tion is not put forward as a textbook, 
it will, no doubt, be used to supplement 
instructors’ lectures in courses in public 
utility finance, in the absence of an ade- 
quate textbook in the field. In fact, the 
reviewer has, for the past two years, 
used in mimeographed form a consid- 
erable portion of the material now ap- 
pearing in the book for his course in 
public utility finance and has found it to 
be valuable supplementary reading. As 
stated in the preface, there is only one 
book on the general subject of public 
utility finance, The Financing of Public 
Service Corporations, by Milton B. 
Ignatius, but it deals primarily with 
general corporation finance and the 
regulatory side of public utility financial 
practices. 

The volume by Dr. Lagerquist is 
therefore a valuable addition to the lit- 
erature of both public utilities and pri- 
vate finance. It represents the choice 
articles appearing among thousands of 
pages of less valuable material, selected 
by an authority whose judgment is 


highly respected. 
Pau L. Morrison 


Bailey, Warren G., and Knowles, D. E. 
ACCOUNTING PROCEDURES FOR PUBLIC 
Utiuities. Chicago: A. W. Shaw Com- 


pany, 1920. pp. xx, 375. $7.50. 


For years accountants, and particu- 
larly instructors and students of ac- 
counting, have been greatly handi- 
capped by the lack of material in the 
public utility accounting field. The 
scantiness of literature in this impor- 


tant phase of accounting makes this lat- 
est contribution all the more welcome. 
In the first paragraph of the preface 
the statement is made that “the authors 
have sensed the need for a reference 
book that would in a satisfactory man- 
ner review briefly the accounting prac- 
tices in utility companies.” To the re- 
viewer, it would seem that this book 
will be very valuable in meeting this 
need. 

In Chapter I, Introduction, the 
authors discuss the functions of utili- 
ties, their development and their rela- 
tions with state and local governments. 
Chapter II deals with the place of 
accounting in public utilities, and Chap- 
ter III, with the question of uniform 
accounting, classifications, and so forth. 
Beginning with Chapter IV, there is 
an orderly treatment of internal ac- 
counting methods and procedures, deal- 
ing first with the general records and 
then in detail with the methods and 
forms peculiar to the industry but nec- 
essary for the proper recording of the 
information. Many topics not pre- 
viously touched upon in books on this 
subject are covered in detail, such as 
timekeeping and pay-roll records, dis- 
tribution of labor charges, accounting 
for materials and supplies, customers’ 
accounting, including discussions of the 
various systems in use, accounting for 
refunds and adjustments, and auditing 
procedure. The internal point of view 
is maintained throughout, and the text 
has been strengthened by the generous 
use of illustrations of forms used. In 
the words of the authors, “in most in- 
stances the procedures presented are a 
composite of those used in various com- 
panies.” 

The book is well written, clear and 
logical, reflecting a thorough knowl- 
edge of the field, and at the same time 
easily readable. 
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It will certainly prove to be a valuable 
reference book and will more than ful- 
fill the hope of the authors that it may 
be of “some help . . . . in pointing 
the way to better accounting methods.” 
Ernest C. Davies 


Buechel, Frederick A. THE COMMERCE OF 
AGRICULTURE. New York: John Wiley 
& Sons, 1926. pp. 439. 


The author of this book was in 
charge of the work in Agricultural 
Administration at the Agricultural and 
Mechanical College of Texas. He de- 
veloped a four-year course in agricul- 
tural administration based on the idea 
of treating agriculture as an industry, 
or rather as a set of industries, such as 
the wheat industry, cotton and poultry 
industries. The first course in this plan 
is called “Agricultural Resources of 
the World,” in which the student is 
given a general survey of the various 
commodities that enter into the com- 
merce of agriculture. The need of a 
suitable text for a course of this kind 
prompted the author to prepare this 
book. 

The book is divided into four parts. 
In the first part the relation of popu- 
lation to the land supply is discussed. 
The author is inclined to hold to 
the Malthusian doctrine of an expand- 
ing population in a world where the 
best soils have been brought into use 
and the production on all soils is lim- 
ited by the law of diminishing returns. 
In the second part the physical environ- 
ment of agriculture is discussed under 
climate, physiography, soils, and ‘“‘cen- 
ters of production.” Under the last 
mentioned heading the centers of 
origin of the cultivated plants are 





*F. A. Buechel, “Land Grant College Curri- 
cula,” Journal of Farm Economics, January, 1927, 
P- 53-65. 


treated and typical centers of production 
are presented—the corn belt of Amer- 
ica, Eastern China, the Amazon basin, 
and the western range country of the 
United States. This part of the book 
occupies II5 pages and is quite de- 
tailed. Special attention is given to the 
influence of the physical environment on 
the agriculture of the United States. 

Part three takes up separately the 
important agricultural resources—the 
cereals and forage crops, animal food 
products, vegetable oils, starchy foods, 
fruits, nuts, and vegetables, beverages, 
spices, tobacco and rubber, fiber and 
forest products. Wheat may serve as 
an example of the treatment used: (1) 
The historical development. of wheat 
culture in America, (2) the physical 
and biological factors affecting the pro- 
duction of this cereal, (3) areal distri- 
bution over the world, and (4) eco- 
nomic factors such as cost of production, 
plan of the cropping system, marketing, 
exports, tariff, and the outlook for the 
industry. 

The last part is a brief discussion 
(only 20 pages) of trade, with special 
reference to agricultural trade and 
agricultural organization. 

The teacher of land economics will 
find the book very useful in his discus- 
sioh of the physical basis of land util- 
ization and in his treatment of agricul- 
tural and fo-est land. However, he 
will find an overemphasis of the phys- 
ical factors and not as much discussion 
of the economic factors as he would 
like to see for his purpose. But the 
book was not intended as-a text in land 
economics. Also the title suggests to 
most readers the trade, marketing and 
distribution of agricultural products. 
This part of the subject occupies one 
of the smallest parts of this volume. 
The subtitle, ‘““A Survey of Agricultural 
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Resources,” is more indicative of the 


contents of the book. 
GeorGE S§. WEHRWEIN 


James, Harlean. LAND PLANNING IN THE 
UNITED STATES FOR THE City, STATE 
AND Nation. New York: The Mac- 
millan Company, 1926. pp. xxiii, 416. $5. 


The science and art of city planning 
or, more comprehensively, land plan- 
ning in America is more in need of 
critical, technical study and discussion 
than it is of generalized promotional 
comment. The volume by Miss James 
falls most readily into the promotional 
classification, and from this point of 
view it only adds another book to the 
large and mounting literature of this 
type. Nevertheless, Miss James’ study 
marks an important widening of 
outlook in that it deals not only with 
the history and general aspects of city 
planning, but also with rural planning 
and with the more significant phases of 
state and nation-wide planning. In this 
broad field the volume is admirably 
comprehensive and suggestive, particu- 
larly for the layman and the officials of 
municipalities, counties, regions, states 
and of the nation. 

In a preface Dr. Richard T. Ely, 
whose Institute of Land Economics is 
contributing in a vital way to the crit- 
ical analysis of both rural and urban 
land problems, points out concisely the 
significance of scientific land utilization 
studies as the basis for sound land 
planning, whether it be agricultural or 
city land. And Dr. Albert Shaw in a 
brief introduction makes imaginative 
and stimulating comment upon the pro- 
gression from primitive to pioneer 
laissez-faire policy and on to the con- 
temporary application of science and 
good taste through individual and com- 
munity action to our methods of land 
utilization and civic development. 


Miss James’ book is divided into 
three principal sections, the first deal- 
ing with early land policies and the 
planning of our pioneer towns, the sec- 
ond with the history, principles, and 
methods followed in contemporary city 
planning, and the third with national 
and state planning. | 

In the first section the significance of 
the policies and images set up by the 
early, unprofessional methods of rural 
and town planning and continued to the 
present time are illustrated by the prac- 
tices followed in the then urban centers. 
A real understanding of the back- 
ground of our contemporary land-plan- 
ning methods cannot be given better 
than through this historical review. 

The first chapter of the second sec- 
tion deals with the history of conscious, 
professional city planning in America. 
The author then divides city planning 
into seven or eight subdivisions based 
upon the physical elements of the city 
and discusses each one in a brief but 
comprehensive manner. These chap- 
ters, and in particular the other chap- 
ters of this section dealing with regional 
planning, city-planning procedure, and 
the methods of carrying costs, will be 
illuminating and valuable to the non- 


‘professional student and to the layman, 


but they are not very important as con- 
tributions to the technical study of city 
planning. 

The third-section, dealing with na- 
tional and state planning, is perhaps the 
most valuable portion of the book. 
Here the author comments upon the 
futilities of piecemeal land planning, 
which prompt her to discuss land eco- 
nomic surveys, the forest problem, the 
preservation of recreational and scenic 
assets, the problem of water resources, 
major land utilization on a national 
scale, the vital necessity for agricultural 
land planning, and the existing and pos- 
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sible agencies for Federal and State 
planning. Miss James has brought to- 
gether in this section a great deal of 
widely scattered data and suggestive 
comment upon a phase of land planning 
into which the country is just entering 
and which promises to be more fruit- 
ful even than the application of city 
planning has been. No student of land 
planning, professional or lay, should 
fail to read this review of the larger 
aspects of land planning. 

An extremely valuable feature of the 
volume is the list of suggested readings 
at the end of each chapter. Miss 
James has gathered in these bibliog- 
raphies not only the usual professional 
items but also many non-technical but 
worth-while publications. 

The author is to be congratulated 
upon the way in which she has pre- 
served a bird’s-eye view of the whole 
land-planning problem. The volume 
marks a new epoch in the discussion of 
land planning because it gets away from 
the common fault of losing sight of the 
forest in examining individual trees. On 
the other hand, what amounts to almost 
a blight of optimism in placing faith 
in organizations and methods which 
from the technical standpoint must ob- 
viously undergo vital modifications, 
leaves the book without the critical 
approach which city planning particu- 
larly needs at its present stage of 
development. Jacos L. Crane, Jr. 


Smith, Young B., and Dowling, Noel T. 
Cases oN Pustic Utiuitiss. St. Paul: 
West Publishing Company, 1926. pp. 
xxiv, 1,258. 


Robinson, G. H. Cases AND AUTHORITIES 
on Pusuic Utixitizs. Chicago: Callag- 

han &§ Company, 1926. pp. xxvii, 976. 
Both of these recent case books are 
worthy additions to the existing books 
on public utility law and have features 
that commend them to students of pub- 





lic utility economics. In the compila- 
tion by Professors Smith and Dowling, 
the chapter on rates, which is contrib- 
uted by their colleague in Columbia 
University, Professor Robert Hale, is 
especially noteworthy. Professor Rob- 
inson’s collection of cases is unique in 
being fully annotated. 

The law of public utilities is con- 
stantly changing as_ statutes are 
amended and courts and commissions 
hand down new decisions. A case book 
is therefore limited by the necessity of 
selecting cases which show the trend of 
judicial and commission opinion. In 
this connection it is unfortunate that 
the opinions of the United States Su- 
preme Court in the Indianapolis Water 
Company case and of the Interstate 
Commerce Commission in the St. Louis 
and O’Fallon case appeared after these 
case books were off the press. 

The cases selected by Professors 
Smith and Dowling are arranged un- 
der the four main headings of regula- 
tion and control of business, supervision 
of public utilities, service, and the liabil- 
ity of a utility. For the most part the 
cases are of recent American origin, but 
the common-law basis of utility regula- 
tion is not overlooked. 

Professor Hale’s chapter on rates 
deals with some of the most perplexing 
problems of public utility regulation. 
He has carefully selected the outstand- 
ing opinions of judicial review, fair 
value and its varying standards and 
elements, fair rate of return, current 
expenses, division of joint rates, rate 
reductions and net earnings, earnings 
from a particular branch of service, 
value of the service, and the problem 
of excessive or deficient earnings. It is 
as thorough and well-ordered a treat- 
ment of this complicated subject as 
might be achieved in a work of this 


type. 
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Professor Robinson’s organization 
and scope of material is best described 
in his own prefatory words: “This vol- 
ume seeks to show a modern view of the 
general subject. Grouped around three 
ideas, it presents first, the utility con- 
cept; second, the obligations to the 
general public which lie in the concept, 
and their enforcement; and third, those 
duties of performance which run to the 
individual for whom service is under- 
taken. Of these last the treatment is 
brief, since texts on the carrier and the 
inn cover them fully.” 

English cases of historical interest 
are absent, and a conscious effort has 
been made to present the general field 
of the law of public utilities from a 
contemporary point of view. With this 
aim in mind, the author has selected 
recent American cases which. ‘‘show the 
commissions at work and the courts out 


of the field of direct regulation, for 
such is the actual situation.” This is a 
contrast with some of the case books 
commonly in use as texts in public util- 
ity law. 

The outstanding feature of Professor 
Robinson’s work is the supplementary 
notes added at the end of the sections. 
In these notes are included discussions 
by the author of various points raised 
in other cases, together with citations 
to such cases and to leading articles on 
the subject in the various law journals. 
Such complete annotations are espe- 
cially commendable, not only because 
the comments in legal periodicals are 
inherently valuable, but also because a 
case book, by its very nature, cannot 
cover all the angles of such complicated 
problems as fair value, rate of return, 
depreciation, and the several theories of 
valuation. Joun D. SuMNER 
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Belloc, Hilaire. THE HiGHway AND ITs VE- 
HICLES. London: The Studio, Ltd., 1926. 
pp. xvi, 40, and 131 plates. £3.35. net. 


Any comment on The Highway and Its 
Vehicles must begin with a word or two about 
the volume itself. It is a book of about 140 
pages, 40 of which are devoted to the text 
and the remainder to illustrations. The illus- 
trations, a number of which are in color, are 
reproductions of paintings (water colors and 
oils), etchings, woodcuts, engravings, prints, 
drawings taken from illuminated manuscripts. 
It seems as if every available source had been 
searched in an effort to make this pictorial 
presentation tell as completely as possible the 
evolutionary process by which we _ have 
reached our present advanced stage of com- 
fort and efficiency in travel by land. The 
heavy, springless coaches of the seventeenth 
century and before, the litters, the hackney 
coaches, the high-swung phaetons, and the 
diligence are all represented. From this rich 
collection of pictures alone it would be pos- 
sible to reconstruct a very complete history 
of the evolution of land travel. 

The illustrations do more than merely 
depict the different types of vehicles in use in 
different periods. They also throw light on the 
cities and the countryside along the routes of 
travel. We see here pictorially presented the 
close relationship which exists between the 
land and the “public utilities.” For instance, 
we learn that London had a traffic problem 
in the seventeenth century, owing to the 
large number of hackney coaches. 

The text divides itself into two parts. In 
the first Mr. Belloc puts forth and explains 
his theory that the vehicles caused the de- 
velopment of the highway and not vice versa. 
He discards the idea that military maneuvers 
were responsible for the development of the 
highways and points out that vehicular traffic 
and not pedestrian traffic, even in military 
formation, made the construction of the high- 
ways imperative. 

The gauge of vehicles, determined by the 
space necessary for two persons to ride side 
by side, became the standard for measuring 
the width of the highway. The lack of skill 
in making wheels resulted in low-swung 
vehicles which made the construction of 


bridges necessary. The use of vehicles for 
transporting heavy commodities necessitated 
improved surfacing of roads. These are the 
ways in which the vehicle caused and shaped 
the development of the highway. 

However, the highway in turn has not been 
without its effect on the vehicle. The im- 
provement of the highway led to increased 
passenger traffic, with the effect of creating 
a demand for better vehicles and also for 
further improvement of the roads. Mr. Bel- 
loc then brings the subject down to date by 
raising the question as to which element will 
dominate the situation in the future. He is 
inclined to think that the vehicles will be the 
element that must be adapted to the highways. 
Three considerations bring him to this con- 
clusion: the high cost of producing highways; 
the disturbance of individual interest that 
highway changes involve; and the uncertainty 
of the future, by which he means that the 
rapid evolution of transportation facilities. 
may render obsolete certain improvements al- 
most before they are completed. 

Here is a problem in land economics and a 
problem in public utilities. It suggests the 
need for planning in order to bring about a 
proper relationship between the two. The 
text, though brief, is informing, and the illus- 
trations add more perhaps in the way of de- 
tail and human interest than could be 
supplied by a longer descriptive account. Only 
a limited edition of the book is being pub- 
lished. 

Heiten C. MoncHow 


Fry, C. Luther. AMERICAN VILLAGERS. New 
York: George H. Doran Company, 1926. 
pp. xv, 201. $2.50. 


This book by Dr. C. Luther Fry opens up 
a new and long-neglected field of inquiry. 
The importance of the village in our Ameri- 
can life has been overlooked. Cities and their 
problems have been studied and some investi- 
gations have been made into rural life. But 
the great intervening field—the villages which 
contain roughly one-eighth of the total popu- 
lation of the United States—has gone un- 
noticed by students of American community 
life. 

Not only does nearly every eighth Ameri- 
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can live in a village but that part of our 
population that lives in villages is growing. 
“From 1900 to 1920 villages actually in- 
creased in population more rapidly than the 
nation as a whole—and several times more 
rapidly than the rest of the ‘rural’ population. 
As a result, villagers are steadily becoming a 
more and more important element of the na- 
tion’s ‘rural’ population.” 

Village improvement takes on new impor- 
tance in the presence of these facts. In many 
instances villages are not ready to assume the 
functions which their growing importance re- 
quires of them. Frequently their administra- 
tive machinery is not equal to the demands 
upon it. Planning with respect to land utili- 
zation is another department in which villages 
are frequently weak. These two fields alone 
suggest the great possibilities for village im- 
provement. 

In what may be regarded as a second main 
division of the book Dr. Fry inquires into the 
character of the American village: what vil- 
lagers do for a living; what sort of people 
live in agricultural villages; what are the 
peculiarities of the village populations; and 
what economic and other functions villagers 
perform. 

Dr. Fry’s book has broken ground in a 
new field. The materials for this study were 
secured from hitherto unpublished data in the 
files of the United States Census Bureau. The 
inadequacy of the available data sets limits to 
the conclusions to be drawn, but an excellent 
beginning has been made. It should point the 
way to much-needed further study of Ameri- 
can villages and their problems. 

Heten C. MoncHow 


Grimes, William A. Financinc AuTOMo- 
BILE SALES BY THE ‘TIME-PAYMENT 
Pian. (First Prize, Chicago Trust 
Company Monograph), Chicago: A. W. 
Shaw Company, 1926. pp. x, 116. $2.50. 


The time-payment plan of buying is an old 
friend, but it has reached its height and 
fullest development in the financing of auto- 
mobile sales. Mr. Grimes has written a very 
fine historical sketch of the development of 
this plan in the automotive industry. He has 
shown why, with the increasing use of auto- 
mobiles by the salaried and wage-earning 
class, it became the chief way to finance these 
purchases. Finally he has painted a very 
good picture of the place this method has 


come to occupy in our present-day field of 
finance and shown why it has become a per- 
manent feature. 

In the last chapter Mr. Grimes gives a 
favorable answer to the question: “Is the 
plan sound?” Differences of opinion will 
arise over some of his statements, which are 
apparently calculated to disprove the most 
common criticisms of installment buying. He 
quotes aggregate figures of our increased na- 
tional savings to prove that this plan does not 
discourage saving, which seems to the re- 
viewer a non sequitur. He does not allay 
convincingly the fear that too easy purchase 
may lead to overextension of the productive 
capacity of the industry. Nor does he have 
much to say regarding competition among 
automobile financing companies leading to 
ever easier, but more dangerous, terms of 
payment. 

Granted that the automobile has a perma- 
nent place in our present standard of living, 
it does not follow that the present method 
of financing purchases is the one and best 
method. The test comes in a time of stress 
when there is every inducement to postpone 
paying for the necessities of life in order to 
meet payments on a semiluxury like an auto- 
mobile. This is hard on the merchants and 
doctors who have to wait to have their bills 
paid. As long as every one is working and 
the pay envelope is full, this side of the ques- 
tion does not show itself; but when employ- 
ment is hard to find, the evils of the time- 
payment plan, even under conservative man- 
agement, begin to assert themselves. Mr. 
Grimes passes over this angle of the question, 
but it should be faced. If ignored, it will 


raise itself. 
R. H. MARSHALL 


LeRossignol, James Edward. First Eco- 
Nomics. Chicago: A. W. Shaw Co., 
1926. pp. vii, 183. $2. 


Professor LeRossignol gives simply and 
concisely the fundamentals of orthodox eco- 
nomics. The material, however, is somewhat 
oversimplified. To the young student the 
book should be helpful and enlightening. For 
the mature reader, however, the book has 
too small an amount of critical and interpre- 
tative material to be of much value other than 
as a quick resumé of elementary principles of 
economics. 

ANNA E. MorEHOUSE 
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Reuter, E. B. THe AMeEriIcAN RACE Pros- 
LEM. New York: Crowell’s Social 
Science Series, 1927. pp. xii, 448. $2.75. 


Professor Reuter presents an analysis of 
the status of the negro in the United States 
today with the historical background neces- 
sary to understand the present situation. The 
treatment is impartial in so far as this is pos- 
sible with so controversial a subject. There is 
an extensive bibliography at the end of each 
chapter for those readers who wish to follow 
up a particular interest. 

Professor Reuter attempts to break down 
many of the current prejudices, such as the 
feeling that the negro race is mentally in- 
ferior. While this may be so, the author feels 
that there is insufficient scientific evidence at 
present upon which to base such an assump- 
tion. He emphasizes throughout the effect of 


environmental factors in producing such dif- 
ferences as exist, and at times it seems that 
he overemphasizes environment. 

A sentence in the final paragraph of the 
book—‘‘As a result of intermixture the 
negroes as such ultimately will disappear 
from the population and the race problem 
will be solved”—seems inconsistent with his 
previous discussion, in which he stresses the 
existence of deep-seated racial prejudices and 
the need for taking them into account in any 
solution of the problem. 

The student of land economics will find 
only very slight mention of the negro in rela- 
tion to the land. It is a book, however, 
which should help to dispel many prejudices 
and open the way for more impartial con- 
sideration of the perplexing economic and 
social problems involved. 

ANNA E. MorenHouse 
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BocarT, ERNEsT L., AND LANDON, CHARLES E. Mod- 
ern Industry. New York: Longmans, Green 
& Co., 1927. pp. x, 583. $3.75. 


Mautpon, F. R. E. A Study in Social Economics. 
Melbourne: Robertson & Mullens, Ltd., 1927. 
pp. 197. 125. 6d. 


ZANGERLE, JOHN A. Principles of Real Estate Ap- 
praising. Cleveland: Stanley McMichael Pub- 
lishing Organization, 1924. pp. 358. 


Foster, WILLIAM T., AND CATCHINGS, WADDILL. 


Business Without a Buyer. Boston: Houghton- - 


Miffiin Co. for the Pollak Foundation for 
Economic Research, 1927. pp. xvi, 192. $2. 
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SUMMARIES OF RESEARCH 


PUBLIC UTILITY FINANCING DURING 
THE YEAR 1926 


HE volume of public utility 
{ for the year 1926 was 

more than $200,000,000 greater 
than the volume recorded during the 
year 1925, $1,974145 1,346 as com- 
pared with $1,725,033,504. This in- 
crease in the volume of public utility 
financing was accompanied by an in- 
crease in the total volume of all cor- 
porate financing, with the result that the 
relationship between the two did not 
materially change. In 1925 public 
utility financing amounted to 36.41% 
of all corporate financing; in 1926 it 
amounted to 37.26% of the total. 
Table I shows that the volume of pub- 
lic utility financing has. been increasing 
steadily since 1919. In 1926 this 
movement reached its peak with an 
index number of 427. 


For the purpose of further analysis 
the public utility corporations have been 
classified according to the type of ser- 
vice rendered, into the following 
groups: telephone and telegraph; gas; 
gas and electric; purely electric; rail- 
way and electric; railway and water. 
Classifying the securities according to 
the type of utility issuing them we find 
that in 1926 the gas and electric com- 
panies issued a greater volume of se- 
curities than any other class of utility. 
The total par value of securities issued 
by companies rendering gas and elec- 
tric service during that year was $750,- 
073,089, or 38.0% of the par value of 
securities issued by all public utilities. 
Companies rendering electric service 
only issued the next largest total par 
value of _ securities, $594,327,029, 


Taste I. INDEX NUMBER OF VOLUME OF Pustic UTILITY FINANCING, 1919-1926* 





1920 | 1921 | 1922 | 1923 | 1924 | 1925 | 1926 











1919 
By Months 

cna EE LE ELL EEO ECE 100 
EMBO © oo 6.5 c she sicicrsincisinacompsrilernoes 48 
MONS oor gsisca) raver rns nls weet atacsielonets 25 
MAE olan Sani) PR ER ES 5 
RA coho sfaros ona we rece vee 15 
june SEE Redo eae ae en rete rr 26 
(11 eee tearm ere cmer 41 
MARR eo 5 5h oe cag su cs cic 20 
eI ENEIOETS oo /5 fae es stoi inns ote 54 
CME oo ni cae leo he a haces 24 
WIGMOMIDERS. 5. cco ccese snokentee ences 8 
RORINOES 00s 5 ne ccd e cncdola Us 20 

By Quarters 
IRRECOURIIEE: 5c os osce'e 0.5 3 cise stelor ees 100 
Second quarter.............-.0.e000: 27 
SPM RCOUESIER = 56 5.5 ossc cc ee ce cence 67 
Fourth quarter.............0.0eeeeee 30 
Mee RORES oo. cs csce cease sme nodsae acts 100 


67 55 46 122 112 199 173 
28 25 47 66 89 172 125 
27 25 43 94 78 144 115 
38 25 50 6 112 9 182 
38 35 150 6¢ 233 103 230 
20 9 96 92 122 118 181 
44 21 | 104 go | 177 
11 33 22 40 62 93 58 
44 34 | 147 34 77. | WO0 38 
33 33 77 59 | 112 92 | 123 
21 119 43 161 69 102 136 
63 53 54 | 135 | Wr | 153 | 114 


71 61 80 164 162 299 240 
56 41 172 129 271 168 344 
47 105 123 55 141 170 159 
68 119 IoI 206 169 201 217 


107 | 145 | 212 | 246 | 330 | 373 | 427 























*Volume for January, 1919, First Quarter, 1919, and Year 1919 used as basis for computing index numbers for months, 


quarters, and years, respectively. 


Compiled from the records of the Commercial and Financial Chronicle. 
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TABLE II. PERCENTAGE DISTRIBUTION OF NEw Pustic Urtiuity Security Issues Accorp- 
ING TO UtiLtity Cass oF IssuING CoRPORATION, 1919-1926* 











1919 1920 1921 1922 1923 1924 1925 1926 
Percen-| Percen-| Percen- | Percen-} Percen-} Percen-| Percen-| Percen- 
Utility tage of | tage of | tage of | tage of | tage of | tage of | tage of | tage of 
Total Total Total Total Total Total Total | Total 
Telephone and Telegraph.......| 26.8 12.2 29.7 24.9 18.7 17.9 16.4 13.7 
CER 4-9 2.2 2.2 8.5 8.0 1.6 ae Bea 
Gas and Electric.............. 17.4 38.6 24.2 20.7 25.6 35-9 39-7 38.0 
Eee ee 15.7 25.4 14.1 20.5 32.8 27.6 21.4 30.1 
Railway and Electric.......... 26.6 17.7 25.9 21.1 9-7 8.1 5.4 3.8 
MNEMEU  ooeisicinie ce sci seeialswea's 7 Pee 2.7 2.7 2.8 2.4 6.8 2.3 2.2 
NPM So osso%s olds ne sage aienlemcel oe 9 1.2 1.2 8 2.8 2.0 2.8 3:3 
PU ASONOES . 4 ssshas easeuae 100.0 | 100.0 | 100.0 | 100.0f | 100.0f | 100.0§ | 100.0] | 100.0f 





























*Including all classes of interest-bearing obligations and all classes of stock. \ 
Compiled from the monthly record of new capital flotations of the Commercial and Financial Chronicle. 


included. 


Security issues of steam railways are not 


tSteam utility issues of $6,000,000 and representing .7% of all issues are included in the total. 
tSteam utility issues of $300,000 are included in the total. 
$Steam utility issues of $2,314,000 and representing about .1% of all issues are included in the total. 
\IIncludes foreign utility issues and steam utility issues representing 8.5% of the total. 

GIncludes foreign utility issues and steam utility issues amounting to 5.5% of the total. 


amounting to 30.1% of the total. The 
electric companies reported the great- 
est increase in 1926 in volume of 
securities over that reported in 1925. 
In 1925 they floated securities with a 
total volume of $369,375,162, amount- 
ing to only 21.4% of the total volume 
of public utility issues (Table II). 
The yield to investor at offering 


price on public utility financing was 
lower in 1926 than in the preceding 
year, thus continuing the downward 
trend started in 1921 (Table III). All 
securities at all maturities sold at a 
price during 1926 to yield the investor 
5.53% on the dollar and 5.72% on the 
issue. Corresponding figures for the 
year 1925 were 5.58% on the dollar 


TABLE III. WEIGHTED AND SIMPLE AVERAGE YIELD AT OFFERING PRICE OF NEw PuBLIc 


Utitity Security Issues 














Att Types oF SECURITIES 
Bonps AND 
Notes 
Aut Maturities Lonc-TERM SHorT-TERM 
YEAR 
Weighted] Simple | Weighted] Simple | Weighted] Simple | Weighted} Simple 
Average | Average | Average | Average | Average | Average | Average | Average 
Yield Yield Yield Yield Yield Yield Yield Yield 

BOER acs io osuesmeues 6.55 6.68 6.21 6.25 6.78 7.03 6.54 6.67 
SEOs. sosacuacwessiecs 7.§6 7.64 7.52 7.59 7.59 7.68 7.53 7.62 
BG sco Noreen soe sae 7.13 7.47 7.11 7.42 hee a 7.66 7.11 7.45 
RN 55), ersten oes Gus 6.06 6.34 6.03 6.32 6.39 6.53 6.03 6.34 
RR rest yi nicrmivies 6.04 6.31 5.99 6.26 6.73 6.72 6.11 6.29 
ROOA ons Aaisenesicse cen 6.03 6.14 6.04 6.16 5.97 6.04 5.98 6.12 
BOG aod chosing a eee 5.58 5.81 5.66 5.83 5.55 5.86 5.56 5.78 
Se 5.53 5.72 5.52 5.70 $97 5.82 5.44 5.66 
First quarter.......... 5.65 5.78 5.63 5.75 6.26 6.02 5.53 5.71 
Second quarter........ 5.52 5.72 S63 5.74 Scag 5.64 5.46 5.69 
Third quarter......... 5.62 5.69 5.57 5.65 5.90 ga 5.45 5.60 
Fourth quarter........ 5.36 5.68 5.32 5.61 5.79 6.01 5.30 5.62 
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and 5.81% on the issue. The yield to 
the investor on long-term securities for 
1926 was 5.66% on the dollar and 
5.7% on the issue, a drop of .14% on 
the dollar and .13% on the issue from 
the yield to the investor on long-term 
securities in 1925. During 1926, short- 
term securities brought a return to the 
investor of 5.77% on the dollar and 
5.82% on the issue. The yield to the 
investor on each dollar of short-term 
security issues was materially higher in 
1926 than in 1925. In the latter year 


the return per dollar to the investor 
on this type of utility was only 5.55%. 
Further analysis of the short-term 
issues for the year 1926 shows that 33 
issues, representing 48% of the par 
value of all issues of this type, sold at 
a price to yield 6% or more. Bonds 
and notes only sold at a price to yield 
5.44% on the dollar and 5.66% on the 
issue in 1926 as compared with a yield 
of 5.56% on the dollar and 5.78% on 
the issue in 1925. 
Marion C. RICHTER 





COST OF STEAM RAILWAY CAPITAL, 1925-1926 


ini summary of the cost of steam 
railway capital during the last six 
months of 1926 is presented in order to 


bring up to date, as far as possible, the 
analysis of steam railway financing 
from 1920 to June, 1926, which was 


TABLE I. SUMMARY OF CosT OF RAILWAY CAPITAL, 1925-1926* 
































1926 
vee First Second Third Fourth 
Year Quarter Quarter Quarter Quarter 
Yield on securities 
for which price to 
company is avail- 
able: 
All securities....] Number of issues........ 171 168 36 st 34 47 
pS ear rere $543.476,440|$432,664,311|$112,671,500/$134,358,950| $77,906,300/$107,727,561 
Yield at price to company 5.44 5.23 5.31 5.03 5.33 5.31 
Bonds.......... Number of issues........ 93 71 17 17 17 20 
|. 3 eee 358,760,545| 278,254,600] 71,989,000] 59,636,300} 65,688,900] 80,940,400 
Yield at price to company 5.63 5.34 5.45 5.11 5.39 5.36 
Sonloment trust : 
certificates...... Number of issues........ 50 37 II II 6 9 
eee 166,717,076] 126,253,500] 33,300,000] 63,647,000] 5,194,500} 24,112,000 
Yield at price to company 5.06 4.97 5.02 4.91 4.82 5.11 
Miscellaneous... .}| Number of issues........ 28 60 8 23 II 18 
1 4 eee ec 17,098,819] 28,156,211 7,382,500] 11,075,650 7,022,900 2,675,161 
Yield at price to company 5.17 5.26 5.20 §.31 5.11 5.60 
Yield on securities 
for which both price 
to company and to 
investor are avail- 
able: 
All securities....| Number of issues........ 56 52 13 14 12 13 
ke Sere 422,490,500] 314,830,000} 78,694,000] 98,139,000] 60,045,000] 77,952,000 
Yield at price to company 5.51 5.18 §.30 4.98 5.40 5.14 
Yield at price to investor. 5.27 4.98 5.08 4-77 §.23 4.95 
Bonds.......... Number of issues........ 28 30 7 7 10 6 
OE WEG 6 s.c00s ce cecacs 299,095,500] 207,147,000] 49,489,000] 44,672,000] 56,700,000] 56,286,000 
Yield at price to company 5.62 5.29 5.48 5.00 -44 5.20 
Yield at price to investor. 5.39 §.12 5.28 4.86 5.27 5.02 
Equipment trust 
certificates......] Number of issues........ 27 21 6 6 2 
WE WOR occkics cecccece 122,395,000] 101,683,000] 29,205,000] 47,467,000] 3,345,000] 21,666,000 
Yield at price to company 5.14 4.95 5.01 4-91 4.69 4.99 
Yield at price to investor. 4.84 4.71 4-73 4.67 4-55 4-77 
Miscellaneous...} Number of issues........ I e . baccceseewe O”.  Bbevcecususcheveccdecves 
3 See 1,000,000} 6,000,000].........-- GOOGOOE. 605 vc ccicccshecccgccsccs 
Yield at price to company 7.40 $40 Jecccccccers Ce ee Per ere rrr 
Yield at price to investor. 6.20 4.86 =... soeeee, SS ee See oe eee 





®On the per dollar basis throughout. 
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published in the Journal of Land and 
Public Utility Economics for February, 
1927. All the essential items of in- 
formation are given in the following 
summary table, so that it will be pos- 
sible, by combining information in this 
table with the material in the initial 
study, to complete the record through 
December, 1926. 

On the basis of new information, a 
few additions and corrections have been 
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made for the year 1925. In one or 
two quarters of 1925 these additions 
have brought about noticeable changes 
in the figures. In only a few instances, 
however, do they affect the totals for 
the year within the limits of two 
decimal places. The more refined fig- 
ures are presented in this summary 
table, and the changes may be noted 
by comparison with the _ respective 
tables in the original study. 


Tas_e I (Continued): Cost oF RatLtway CAPITAL 























1926 
192 2 ; 
ee Year First Second Third Fourth 
Quarter Quarter Quarter Quarter 
Cost of financing on 
securities for which 
both price to com- 
pany and to invest- 
or are available: 
All securities....| Number of issuest....... 54 49 13 13 1 12 
Par value...... pe eccccece 421,601,500] 312,831,000] 78,694,000} 97,139,000} 59,295,000] 77,703,000 
Difference in price to com- 
pany and to investor, 
per hundred.......... 2.61 2.22 2.48 1.90 2.39 2.29 
ae ES ete nN De 2.668 2.270 2.549 1.916 2.473 2.351 
a Maeeeekenarseveseees +2.741 2.323 2.615 1.954 2.535 2.408 
Yield difference......... .24 +20 .22 -21 +17 -19 
Bonds.......... Number of issues........ 27 27 7 6 9 5 
Par value.............-- 298,295,500] 205,148,000} 49,489,000] 43,672,000] 55,950,000} 56,037,000 
Difference in price to com- 
pany and to investor, 
per hundred.......... 2.95 2.63 2.97 2.47 2.48 2.57 
_ EERIE PPE 3.044 2.695 3.079 2.497 2.571 2.638 
LAR hae GEE © 3.140 2.770 3.177 2.561 2.639 2.709 
Vield difference......... .23 -17 .20 -14 .17 .18 
Equipment trust 
certificates...... Number of issues........ 26 18 6 6 2 7 
Par value.............+- 122,306,000] 101,683,000} 29,205,000] 47,467,000} 3,345,000] 21,666,000 
Difference in price to com- 
pany and to investor, 
per hundred.......... 1.73 1.48 1.64 1.48 -91 1.35 
5 NRE AO ae ANIL a 1.752 1.496 1.666 so I 
> a 49 495 +907 +379 
2 Shidieteeeeeewawnes 1.783 1.519 1.694 1.518 -916 1.398 
Yield difference......... -30 .24 .28 -24 -14 .22 
Miscellaneous...| Number of issues........ I Be fu licavess-aoeeariee : RE Core oer | Beer 
| ae 1,000,000} 6,000,000]........... | ees ere rman 
Difference in price to com- 
pany and to investor, 
per hundred.......... 4.75 EMO Beaiscessaus MMe: resrnecedae wie ie eicevuries 
3 See Gn Ne eh 4.797 C7 a a EAGOZS Ul SsustieTesed ene sae 
a re eee 5.040 RGRG esis c nccawee EOE?) esos cesenalowesicanedec 
Yield difference......... 1.20 RM cas eae Ce! See errata 














t All issues sold at a loss to the banker are excluded here. 
$800,000, and one of equipment trust certificates with a total par value of $89,000, were sold at a loss. 
$s. 


issues with a total par value of $1,999,000 were sold at a 


In 1925, two issues, one of bonds with a total par value of 
In 1926, three bond 


tZ = the difference in price to company and to investor, expressed in dollars. 


X = the total value at offering price, expressed in dollars. 


| Z = the difference in price to company and to investor, expressed in dollars. 
N = the total price received by company, expressed in do llars. 
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The most noticeable change taking 
place between 1925 and 1926 was a 
continued fall in the cost of steam rail- 
way capital. The yield on all types 
of securities at the price received by 
the railroad company fell from an 
average of 5.44% to 5.23%, a money 
cost which, as anticipated in the original 
study, approximates very closely the 
rate of return earned by the industry 
as a whole in the year 1926. The cost 
of financing as such also declined, 
dropping from .24% per dollar per 
year in 1925 to .20% per dollar per 
year for 1926. In other words, of the 
total average cost to the company in 


1926 for all types of securities, this 
cost varying from 5.18% (all securities 
for which both price to the company 
and price to the investor are available) 
to 5.23% (the average yield on secur- 
ities for which price to the company 
only is available), the charge for fi- 
nancing was .20%, or 1/5 of a cent per 
dollar, for capital borrowed during the 
year over the average maturity of these 
borrowings. In comparison with the 
above figure, .33% per dollar per 
year was the average cost of financing 
over the entire period, May, 1920, to 
December, 1926. 
Hersert B. Dorau 








COMMENTS ON LEGISLATION AND 
COURT DECISIONS 


VALUATION BY THE INTERSTATE COMMERCE 
COMMISSION FOR RECAPTURE OF EXCESS EARNINGS 


since the Interstate Commerce Com- 

mission began the herculean task of 
determining the ‘“‘value for rate-making 
purposes” of the country’s railroads,’ 
it has recently restated definite conclu- 
sions upon the principles and methods 
to govern valuations. In a 6 to 4 de- 
cision, Excess Income of St. Louis and 
O’Fallon Railway Company,’ the Com- 
mission explicitly refused to give con- 
trolling weight to estimates of current 
reproduction costs, and held that the 
rate making value of the railroads 
“approaches more nearly the reasonable 
and necessary investment in the prop- 
erty than the cost of reproducing at a 
particular time”.’ The opinions for the 
majority* were notable for their insis- 
tence that a just determination of this 
great public problem depends not so 
much upon legal principles or abstrac- 
tions as upon the application of sound 


[: ONE of the most important cases 





?For a discussion of the nature and scope of the 
Commission’s valuation activities see T. P. Artaud, 
“A Review of the Federal “aluation of Railroads,” 
32 Yale Law Journal 37 (1922). The Commission 
discussed its valuation methods in extenso in the 
case of the Texas Midland Railroad, 1 Val. Rep. 1, 
75 I.C.C. 1. 


7324 I.C.C. 3, decided February 15, 1927. 
* Ibid., p. 41. 
*Commissioner Meyer wrote the opinion for the 


majority, Commissioners Eastman and McManamy 
specially concurring in a separate opinion. 


*Section 15a requires the Commission to adjust 
rates so that carriers, as a whole or in groups, 
shall earn a fair return upon the aggregate value 
of their property, empowers the Commission to 
determine what percentage of aggregate value con- 


economic doctrines to the actual oper- 
ation of the nation’s transportation 
system. 

The principal issue in the O’Fallon 
case was whether the railroad’s net in- 
come during certain periods exceeded 
6% of the value of the property and 
was therefore subject to “recapture” 
under the provisions of Section 15a of 
the InterstateCommerce Act.’ To make 
such a determination it was necessary 
for the Commission to find a “value” 
upon which its computations could be 
based. The Commission deliberately 
selected this case as a test,°® briefs and 
oral arguments being presented to the 
entire Commission by the outstanding 
valuation counsel of the country.’ In 
deciding that the O’Fallon had a net 
income subject to recapture, the Com- 
mission found the “value” of the prop- 
erty in the following manner: (1) 
Structures were estimated on the basis 





stitutes a fair return, and authorizes the Commis- 
sion to recover one-half of the net income of any 
carrier earning in excess of 6% on the value of 
its property, under rates fixed in accordance with 
Section 15a. The Supreme Court upheld the “re- 
capture clause” in Dayton-Goose Creek Railway Vv. 
United States, 263 U. S. 456 (1924). 

e« |... What we do in this case we must in 
principle do for all the railroads in the United 
States” (p. 26). 


* The public interest was represented by Donald 
R. Richberg, general counsel for the National Con- 
ference on Valuation of American Railroads, and 
John E. Benton, general solicitor for the National 
Association of Railroad and Utilities Commis- 
sioners. The carriers’ position was presented by 
W. G. Brantley, Leslie Craven, and F. G. Dorety, 
all prominent valuation counsel. 
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of the cost to reproduce new, using 
1914 unit prices. Such a computation 
results, in effect, in a figure not substan- 
tially different from original cost, since 
the price level for twenty years prior 
to 1914 was relatively stable.® (2) 
Lands were valued at their “prevailing 
market value.” (3) Structural addi- 
tions since 1914 were added at actual 
cost. It will be seen that this view 
presents a compromise between the 
“prudent investment” ® theory and the 
current reproduction cost doctrine. 

It is significant that in the 70 pages 
of the opinions there is little detailed 
discussion of the outstanding Supreme 
Court decisions upon valuation. The 
majority opinions, in defending the con- 
clusion reached, rely almost not at all 
upon abstractions. “The controlling 
factor in the last analysis,” wrote Mr. 
Commissioner Meyer, “is the Supreme 
Court’s conception of what is just and 
in harmony with a sound public policy. 
Nor is there any abstract standard of 
justice that can be applied. The ques- 
tion in many aspects is one of fact, and 
the answer, if it is to be wise and sound, 
requires knowledge of actual conditions 
and the consideration of practical re- 
sults.”*° He then presents the practical 
difficulties with the current reproduction 





s« |, . The cost of producing and equipping a 
railroad in most parts of this country on June 30, 
1914, was a fair average for at least the 20 years 
preceding. . . . On the whole, the 1914 cost was 
just about an average for those previous years 
during which the great bulk of the railroad prop- 
erty then in use had come into existence.” In re 
Texas Midland Railroad, 75 1.C.C. 1, 140. 


*For the classic exposition, see the opinion by 
Mr. Justice Brandeis in Southwestern Bell Tele- 
phone Co. v. Public Service Commission of Mis- 
souri, 262 U. S. 276, 289 (1923); see also Donald 
R. Richberg, “A Permanent Basis for Rate Regu- 
lation,” 31 Yale Law Journal 263 (1922). The 
separate concurring opinion of Commissioners 
Eastman and McManamy criticizes the majority 
for departing from the prudent investment standard. 


cost doctrine,” a doctrine which has 
found so much favor in recent years 
with the Supreme Court in local utility 
cases.’? Such a basis for rate-making, 
he points out, would destroy stability 
of railroad income, produce violent 
fluctuations in rate levels, stimulate 
speculation in railroad shares, and give 
the carriers a constitutional right to 
rates far greater than the country could 
bear as a matter of economic fact, or 
than the carriers are willing to charge. 
Even one of the dissenting Commis- 
sioners expressly reenforces these con- 
clusions as to the evil practical results 
of the reproduction cost theory." 

The prophecy is being freely made 
in railroad and financial circles that, 
upon appeal, the Supreme Court will 
“clip the Commission’s wings” for its 
failure to follow what is conceived to 
be the Court’s final conclusion on the 
use of the “enhanced-cost basis.”” On 
the other hand, representatives of ship- 
per, consumer, and employee interests, 
foreseeing evil in a reversal of the Com- 
mission, are preparing to defend the 
conclusion before the Court and if 
necessary to follow the counsel of one 
of the dissentients** by appealing to 
Congress for legislation to buttress the 
result.> In any event, this issue is 





* Op. cit., pp. 29, 30. Italics ours. 

“For an answer to the objections see William 
L. Ransom, “The Valuation of Private Property for 
Public Uses,” 2 Journal of Land and Public Utility 
Economics 1 (1926). 

*Notably in McCardle v. Indianapolis Water 
Co., 47 Sup. Ct. 144 (1926) and Southwestern Bell 
Telephone Co. v. Public Service Commission, supra. 

“Tn much that is stated by the majority as to 
the effect of the valuation rule contended for by 
the carriers, I unreservedly concur. . . .” Aitchi- 
son, C., op. cit., p. 64. 

“Tf the law needs change, let those who made 
it change it.” Hall, C., of. cit., pp. 63, 64. 

4 See statement issued by Senator G. W. Norris, 
New York Times, April 1, 1927. 
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likely to dominate the railroad scene in 
the immediate future. 

The O'Fallon decision, it is apparent, 
presents anew the perennial problem of 
the relation of expert administrators to 
the courts, of economics to the law. 
To the minority, the duty of the expert 
is to follow the judiciary without ques- 
tion. The contrary view is ably ex- 
pressed by Mr.Commissioner Eastman: 

“Tt is here our duty to ascertain fair 
value for rate-making purposes. Such 
fair value is a concept which originated 
in an effort of the court to set limits to 
public regulation which would protect 
private property against confiscation... . 

“In determining such questions, know]l- 
edge of pertinent facts and an experi- 
ence which makes it possible to visualize 
the probable results of a particular 
public policy are quite as important as 
familiarity with the law books. It is an 
instance in which the law is influenced 
if not governed by the facts. When, 
therefore, the question relates to the 


* Op. cit., pp. 50, 51. 


THE JOURNAL OF LAND & PUBLIC UTILITY ECONOMICS 


constitutional limits of the public regu. © 
lation of railroads, an intimate knowl. 
edge of railroads, of their relations | 
with and their importance to the ship- — 
ping and investing classes and to the — 
public generally, and of their past his- | 
tory and future prospects becomes of 
the highest consequence. . . . I cannot 
avoid the conclusion that the Commis- 
sion would be derelict in its duty in 
this case if it should confine its atten- 
tion . . to past utterances of the 
court in more or less analogous cases 
and should neglect the illumination 
which is thrown upon the law by its 
own intimate knowledge of transporta- 
tion affairs and problems. . . . After 
the court has heard what we have to 
say, it may decide that our conclusions 
as to the fundamental law are errone- 
ous, and that will end the matter; but 
certainly we ought not to deprive the 
court of the help which it may gain 
from the special knowledge which it is 
our duty under the law to acquire.’”* 


Davin E. LILieNTHAL 








